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Mr. Taser. The committee will come to order. 

We begin consideration this morning of the Foreign Operations 
Administration, and the request for appropriations of that program 
for fiscal year 1955. 

We are pleased to have with us Mr. Harold E. Stassen, Director, 
Foreign Operations Administration, who is accompanied by several 
of his assistants. 

Mr. Stassen, would you care to make a statement at this time? 


GENERAL STATEMENT 


Mr. Srassen. I would be pleased to begin a statement, Mr. Chair- 
man, and of course you may interrupt at any time you wish. 

I am going to speak from notes, Mr. Chairman, with reference to 
the books which were late in arriving. 

Mr. Chairman, I appreciate the opportunity of apeesting before 


this committee this morning, in the presentation of the request of 
the President and the justification of the request for the appropria- 
tions for the 1955 program. 

I have with me Mr. Glen A. Lloyd, who is the Deputy to the Di- 
rector of Foreign Operations; Mr. John E, Murphy, who is our Comp- 
troller, and from the Department of Defense, who are present in the 
room, Maj. Gen. George C. Stewart, who is the Director of the Office 
of Military Assistance of the Office of the Assistant Secretary of De- 
fense for International Security Affairs; Mr. Robert E. O’Hara, 
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Budget Officer, Foreign Programs, Office of the Secretary of Defense, 
and from the Department of State I have with me Mr. Frederick E. 
Nolting, Jr., who is the Special Assistant to the Secretary of State for 
Mutual Security Affairs. 

Mr. Chairman and gentlemen of the committee, we make our pres- 
entation based upon the books which are before you, which show the 
past and current and planned future programs. \ 

In beginning the presentation, I should like to make this brief 
statement to the committee. 

I feel that we are presenting to you a report on the successful op- 
eration of a vital worldwide program, serving the peace, promoting the 
security and contributing to the progress of the United States, and to 
the free nations of the world. 

The record I present is not a perfect record. We have made mis- 
takes; we have fallen short at times, and serious pe remain, but 
taken as a whole, in its worldwide implications, | submit that it is the 
record of a successful United States endeavor. 

It is a record that, based on world conditions and United States se- 
curity interests, warrants the support of the Congress as a matter of 
high priority and urgent necessity for carrying forward the program 
for fiscal year 1955. 

I feel that our presentation will show that the relevant laws enacted 
by the Congress have been carried out both in letter and in spirit. The 
foreign me it uidance of the Secretary of State has been faithfully 
iolloweas the defense policy guidance of the Secretary of Defense 


and through him the Joint Chiefs of Staff, has been implemented and 
the monetary policy of the Secretary of the Treasury has been — 


the advice and assistance of the departments of the executive branch 
of the Government have been utilized in a manner which bespeaks 
close coordination and effective teamwork and, finally, the President 
himself has given wise direction to the foreign operations program, 
and this direction has been loyally carried on through a bipartisan, 
efficient group of men and women of the Foreign Operations Admin- 
istration. 

In Se the presentation, I would say that on the debit side 
that in Southeast Asia the Indochina war which was under way when 
President Eisenhower was inaugurated, still goes on, and that the 
picture there is dark. 

We continue to support the forces of freedom, to carry on tech- 
nical and economic assistance, and to endeavor to strengthen the 
defenses of the Southeast Asia area, but this is truly one of our most 
difficult and one of the most unfortunate parts of the current world 
picture. 

In the Near East the continued tensions between the Arab States 
and Israel has thus far prevented the carrying out of planning for 
coordinated economic development of water resources during the past 
year. There have been some recent encouraging indications in the 
conferences with Mr. Johnston, the Special Ambassador, and in some 
forward movement in country programs, but this is clearly a difficult 
area of the world, and it continues so. 

In the Far East the lack of agreement on reparations between the 
Japanese, the Philippines, and Indochina has handicapped the eco- 
nomic progress of all three of those countries. 
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In Europe the EDC has not as yet been ratified by France and 
Italy, and the needed German contribution to the defense of Western 
Europe and the free world has not yet come into being. 

As a result, arms programed for delivery to these EDC countries 
have actually backed up in the depots, and ports of our country, 
but even with full allowances for these shortfalls, these mistakes 
and disappointments, I feel it can be fairly stated that a record 
of accomplishment should be noted which has contributed directly 
to the prospects of peace, the assurance of security, and the economic 
welfare and well-being of the people of the United States and the 
other free nations of the world. 

From an affirmative standpoint, | would like, thinking of the se- 
curity in the world, to briefly comment that the very powerful Royal 
Air Force has been assured, with great significance to the future se- 
curity of not only the United Kingdom, but of the United States, 
and of all NATO as well. 

This has been provided through a combination of contractual and 
assistance arrangements and policies which have at the same time 
made it possible for intelligent British action to strengthen the pound 
sterling, to increase gold and dollar reserve, and to liberalize trade, 
which is a long step on the road toward convertibility of currencies, 
with sterling as a key currency. 

These steps have direct economic advantage to the United States 
and to the rest of the free world, as well as to the sterling area. 

The NATO armed forces have been increased to a marked degree 
in equipment, training and reserves, and with the addition of the 
Matador Squadrons, which are the guided missile squadrons, and with 
the addition of the atomic artillery to the United States forces there, 
added to already established NATO strength, an important deterrent 
to war, and a force to be reckoned with, has been attained under Gen- 
eral Gruenther’s SHAPE command. 

A mutual security agreement with Spain was signed during the 
year, under which large, modern airbases, to be used by the United 
States Air Force, are to be built on this strategic peninsula. 

This is something which has been sought for years, and is now com- 
ing into being. In addition, the armed forces of Spain are provided 
with needed and extensive armament, and the economy and well- 
being of the people of Spain will be assisted by means of a companion 
item. 

I believe I now should consider with the committee some of the 
most perplexing and difficult problems of this whole worldwide 
presentation. 

You will find, Mr. Chairman and gentlemen of the committee. that 
in these small presentation books we first outline in a table of con- 
tents the materials which will be found within them. We have en- 
deavored to accumulate here the information which we feel is signifi- 
cant and to which the committee would wish to refer. 

Under section 1, page 2, you will see the authorization and appro- 
yeasen request, and the outline of the action of the House and the 

resident’s request, and now our appropriation request. 

I would like immediately to call the chairman and members of the 
committee’s attention to certain things. 

You will see in the lower right-hand column that our total appro- 
priation request made, of course, tentative to the final action on the 
authorization legislation, is $3,439,090,805. 
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REQUEST FOR MILITARY ASSISTANCE 


There are certain things about this to which we would like to call 
the committee’s attention. In the first instance, at the top of column 
3, on page 2, you will see that the administration’s request for future 
authorization for military assistance, was granted in full by the action 
of the House and, of course, is now being sent before the Senate 
committee. We are requesting an appropriation for that of $1,- 
430,300,000, This is generally referred to as the hardware, and train- 
ing from a military standpoint. This is the core of the military side 
of our worldwide program. As you will notice, the figures are 
exactly the same straight across. The House committee recommended 
it, the House passed it, and now we are presenting the request to you. 


REQUEST FOR INFRASTRUCTURE PROGRAM 


In the second item you will see a difference. You will see a request 
for authorization of $321 million for infrastructure. You will see 
the action of the House Foreign Affairs Committee, and of the 
House, in approving $321 million, but you will also note that we are 
requesting appropriation of only $122,700,000, The reason for that 
is that while we are moving forward on a long-range program, of 
building a network of airfields and all the facilities and communica- 
tions which go with defense, we are asking only the appropriation 

ortion for approximately the next year of contracting. The House 

oreign Affairs Committee understood this, and acted on this with 
this understanding: That they would authorize the more or less com- 
plete infrastructure program. 

Mr. Taser. What do you mean by “infrastructure”? That is a new 
term to me. 

Mr. Srassen. That is a jawbreaker word, Mr. Chairman—one that 
has arisen out of the attempt to describe the commonly financed mili- 
tary facilities for joint use—airfields, supporting fuel facilities, signal 
and communications facilities, aircraft warning centers, and every- 
thing which is involved when you attempt to mobilize a defense from 
Turkey on up to the tip of Norway, in that great are. 

There are now, as I recall it, well in excess of 120 airfields spread 
through that area as a part of the defense approach. The extent of 
the spreading of those facilities and support is important, because 
it is a part of the strategic concern that the Soviets would never feel 
they were able to blanket out the sources of counterretaliation. It is 
an important part of a successful—not only NATO defense—but 
United States defense to have all over the world, and throughout 
NATO, a large number of fields from which to strike back, and which 
could not all be put out of business by a surprise attack from the 
Soviets. 

This is the infrastructure program under which all of the countries 
of NATO join in, each paying some part of the cost. The United 
States is paying about 38 percent of the cost of this program. England 
is the next highest contributor, followed by France, and then each 
other NATO country which pays something toward the cost of build- 
ing these airfields and other military facilities. That is what is 
labeled under this new name they have developed. Infrastructure 
vlso includes in some instances port facilities for military purposes. 
It is all that type of activity which applies to the Army, Navy, and 
the Air Force. 
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Mr. Wiaetesworri. Was the full authorization requested because 
of the lead time involved, or why did you need the full authorization 
if you are only asking for $122.7 million ? 

Mr. Strassen. Because the preliminary engineering on other future 
programs related to it should go forwerd, but the contracting for 
actual construction was not anticipated during the year. By making 
this future authorization we can negotiate the future contributions by 
other countries for those future parts of the program. 

Mr. Gary. Off the record. 

(Discussion off the record. ) 


INFRASTRUCTURE AIRFIELDS 


Mr. Taper. I understand that this item involved here, infrastrue- 
ture, pays for laying out of a certain amount for these airfields, and 
that on top of that we have a separate appropriation which is re- 
quested for it in the military construction picture. 

I do not see how that kind of a picture can result unless it is going 
to bring about an involvement in our accounting and appropriation 
procedures. That is going to be embarrassing. 

Mr. Strassen. That is a very good question, Mr. Chairman, and has 
been given a lot of thought. 

The Department of Defense a »propriation for military construc- 
tion includes those airfields which are exclusively for the use of the 
United States. In other words, they are entirely under the control 
of the United States Air Force, and in some instances, of course, are 
the strategic fields which are located here and abroad for our stra- 
tegic bombers. If the airfields are to be exclusively controlled by the 
United States for United States forces only, then it is in the military 
works budget of the Department of Defense. 

Mr. Taser. However, it is also partly included in here; is it not? 

Mr. Srassen. No, sir; this is a contribution which pays a part of 
the cost of the NATO fields, as distinguished from the United States 
exclusive fields. This part here is for those fields on which any 
NATO plane can land and take off, and they are under the combined 
NATO Air Command. 

Mr. Taner. Off the record. 

(Discussion off the record. ) 

Mr. Davis. If we can make that as specific as possible, I think what 
we need to have is a list of each of the so-called infrastructure fa- 
cilities, and the status of construction, as well as the status of fund- 
ing at each of those separate installations, so that then we can line 
that up against the so-called NATO bases which we handled with 
United States funds in military construction, and know fully where 
we are, and how much more is contemplated along that line. 

In other words, if there are some which have been sited on which 
- money has yet been spent, we would want to know about that 
also. 

Mr. Srassen. We will furnish you a thorough infrastructure re- 

rt, and also commentary showing the distinction from what is 

ing done as exclusive United States fields. 

General Srewarr. Mr. Chairman, we have a special presentation on 
iufrastructure with one man who is specializing in that. He is not 
here today, but we can produce him anytime you want him. 
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Mr. Taner. After we receive these two lists, which I have sug- 
gested, and which request has been elaborated upon by Mr. Davis, I 
think the committee would like to see him. 

Mr. O'Hara. You want that, I imagine, Mr. Davis, for all of the 
infrastructure facilities, which United States forces are occupying 
and not those occupied by other nations where they do not have, for 
example, a requirement to build family housing and barracks, and 
things of that kind? 

Mr. Davis. I think we need it for not only those, but the whole 
thing. We are talking about at least $321 million of contemplated 
United States share of construction to which we have been contributing 
about 42 or 43 percent, less taxes. 

Mr. Srassen. Yes, sir; that would be necessary so that you would 
be able to see the exclusive United States contribution, and the par- 
a in a combined program. We will work that up. 

Mr. Wiceteswortu. Off the record. 

(Diseussion off the record.) 


DEVELOPMENT OF WEAPONS OF ADVANCED DESIGN 


Mr. Srassen. The next item which should have special comment 
is the development of weapons of advanced design. It is a $27 mil- 
lion item, and you will note that this was an item which was taken 
out on the floor of the House. It is being presented to the Senate, and, 
of course, no one can predict its final outcome until the two Houses 
have finally acted. 

I would assume that, perhaps, the chairman would want to defer 
that item until the final authorization action shows whether there is 
going to be such an item or not. 

Mr. Taser. I think the hearing on that item probably could be post- 
poned until we have the final results, sir. 

Mr. Srassen. All right. 


REQUEST FOR SOUTHEAST ASIA AND WESTERN PACIFIC 


Now, you will note that the next item is the $800 million for south- 
east Asia and western Pacific. That is the fund which has broad- 
ened out from the Indochina war and is presented in the authorized 
legislation with rather broad flexibility because of the obvious impos- 
sibility for the President or anyone else to see what we face during 
this next year in southeast Asia. 

So, we are asking for $800 million, which was approved in the au- 
thorization stage for that whole area of the world on a very broad 
program. 

r. WiecLeswortn. Off the record. 

(Discussion off the record.) 

Mr. Anpersen. Off the record. 

(Discussion off the record.) 

Mr. Forp. Off the record. 

(Discussion off the record.) 


LOAN PROGRAM 


Mr. Fenton. How much of this program is involved in loans? 
Mr. Srassen. The House has provided that not less than 10 per- 
cent of the new obligational authority shall be used as a loan rather 
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than a grant. There is some question as to whether that is a little 
high. It will be discussed in the Senate. Clearly it will be a require- 
ment, and the administration is willing there should be a require- 
ment that we move into loans instead of grants. 


BACKING FOR THE RAF OF BRITAIN 


Now, next in line, section 122, is an item which the House on the 
floor took out of the authorization, and it is now up for Senate con- 
sideration. It is the matter of backing for the RAF of Britain. I 
assume that the House may want to await the action of the Senate to 
see whether or not an appropriation should be considered. That is 
the explanation for the Wank in the column “Passed by the House” 
and the $75 million in the appropriation request column. 

Section 123, the common-use items, was authorized in full as re- 
quested and the detailed presentation will be made to you. 


DEFENSE SUPPORT FOR EUROPE 


Now, the next item that requires explanation on this table is “Eu- 
rope” under section 131 (b). You see under the “Executive branch” 
request, $77,500,000. Now, the House committee took out the amount 
for Berlin and moved it down below into section 403, under title IV. 
So you find it way down on the bottom there. Then they excluded 
$7,500,000 entirely. ‘That was the program for productivity in 
Europe. That is the distinction between the $45,000,000 and the 
$77,500,000. ‘This is another instance where final Senate action will 
affect your decision. 

Mr. Davis. Are you making any recommendations to the Senate 
with respect to that, or do you approve of the shift that the House 
has made ? 

Mr. Strassen. We are recommending that it remain in the way the 
executive branch presented it; that really our interest in Berlin is 
a matter of defense support. It will really be a matter of how the 
Senate shapes it up. 


UNITED NATIONS KOREAN RECONSTRUCTION AGENCY 


I think the next thing that needs special comment is the United 
Nations Korean Reconstruction Agency. You will note there that 
the request for authorization was $11,300,000, and that was approved. 
But we are requesting appropriations of only $3,452,615. This rep- 
resents a use by us of the unobligated balance to apply to the author- 
ization, so it is a saving of that amount. We have sufficient unobli- 

ted balances to make the difference between the $3,452,615 and the 

11,300,000. 

Mr. Wiccieswortn. Do I understand that the $3,452,615 is the 
unobligated balance ¢ 

Mr. Srassen. It is an appropriation request, and the difference be- 
tween that and the $11,300,000 is the unobligated balance we are uti- 
lizing to fulfill that need. 

Mr. Forp. Is it appropriate at this time to inquire as to-what was 
done with the $200 million that was authorized to be transferred from 
the Department of the Army appropriations for fiseal 1954 for the 
Korean program ? 

Mr. Taper. This year or last year? 
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Mr. Forp. Out of the fiscal year 1954 Department of the Army 
appropriation. 

Mr. Strassen. That has been used to initiate a program for rebuild- 
ing the Republic of Korea. Approximately one-half has been obli- 
gated for capital investment type of goods, a matter of some new 
powerplants and the rehabilitation of the powerplants of the Republic 
of Korea; the matter of a fertilizer plant and of other industrial items 
of that kind, and the other one-half is for commodities—cotton and 
other raw materials, some food, fertilizer, and things of that kind to 
meet the needs from an immediate standpoint of the Republic of 
Korea. 

Mr. Forn. Will we get a detailed presentation of that subject 
subsequently 

Mr. Strassen. You will have a detailed justification of that Korean 
program, and you will find in the Near Eastern section of the book 
under Korea considerable information about it. In the big book, 
under the green tab, you will see, “Far East and the Pacific,” followed 
by the separate countries. Under the tab for Korea you will see a 
presentation on Korea, including UNKRA. You will find a lot of 
material there. We will have a presentation team up here to go into 
the details you wish on it. 

Mr. Taper. Is that United Nations setup still operating? 

Mr. Srassen. Yes. It has been quite thoroughly reorganized. It 
is under the leadership of retired General Coulter. The staff has been 
sharply reduced and we will present more details to you. As you 
will notice, the amount of money has not been spent that was originally 
requested, and we are applying the savings. 

Mr. Anpersen. I might say that I observed they have done a good 
job in reorganization. They have cut out duplication with other agen- 
cies. My subcommittee was really quite impressed with the effort 
toward doing a better job. 

Mr. Srassen. I think you will find a very marked change in it from 
the way it was. General Coulter is a sincere and able man, who is mov- 
ing in close coordination with that. 

Mr. Taner. Is anyone else putting up anything? 

Mr. Strassen. Yes, Mr. Chairman. The British just put up $5,600,- 
000 (£2 million) about 10 days ago. Canada has made up her share 
pretty well. Other countries’ amounts are rather small, but in total 
the other countries are putting up about 35 percent of the amount. In 
fact, we are parceling out our money along with theirs as they parcel 
itout. That isthe way we have supervised it. 


INTERGOVERN MENTAL COMMITTEE ON EUROPEAN MIGRATION 


Now, in title 1V is another item that I would like to comment on, the 
Intergovernmental Committee for European Migration, shown in 
section 405 (a). You will notice that we are authorized to ask for 
$11,700,000. We are asking for $11,189,190. That is another in- 
stance where we are applying an unobligated balance as a saving, so the 
difference there represents an unobligated balance of funds applied 
as a saving. 

ADMINISTRATIVE EXPENSES 


Now, likewise, down on administrative expense, section 411, you will 
see that we were authorized to request $35,900,000. We are requesting 


$35,241,000. We find that we can get along on $35,241,000 in new 
money. That is the request that we have made of the Bureau of the 
Budget. 

PALESTINE RELIEF IN NEAR EAST 


Mr. Gary. You have not made any reference to section 407, Pales- 
tine refugees in the Near East. I notice the House committee and the 
House approved $30 million that you are not asking for. 

Mr. Strassen. That is another important question. We have asked 
for authorization and have received it from the House, but we do not 
need an appropriation there because we have unobligated balances 
which are ample to carry us through this year, so we do not need 
further appropriations for the Palestine refugees in the Near East. 

Mr. WiceLeswortH. Do the reductions which you now suggest in 
your administrative expenses represent a savings, or is that again a 
‘ase where the difference is to be taken care of out of unobligated 
balances ¢ 

Mr. Stassen. It represents a saving. 

Mr. Anpersen. Off the record. 

(Discussion off the record.) 


DISCUSSION OF BREAKDOWN BY COUNTRIES, REGIONS, AND FUNCTIONS 


Mr. Srassen. Now, on the following pages we have put out the 
distribution of our recommended 1955 program by countries, by re- 
gions, and by purposes, or functions. 

You will see on page 6 the tie-in of the various titles. In the last 
column on the right-hand side you will see the same amount of $3,439.1 
million. Then you will see the breakdown of it across the top into 
types of programs—the military assistance, the direct-forces support, 
the defense support, and then a total of title 1, and then you will see 
the development assistance—and that is where most of the loans will 
be—the technical cooperation, commonly referred to as point 4, and 
then the other programs, which are the multilateral programs. Then 
you follow on down the page and see the breakdown by areas of the 
world—Europe; the Near East, Africa, and South Asia; the Far 
East; Latin America; and you will also see the countries. 

Mr. Taper. The thing about it that does not give the picture we 
ought to have is that there is not at that point and on that page the 
1953 and the 1954 obligations or expenditures. Without that it is 
going to be a considerable job for us. 

Mr. Strassen. We have presented that in considerable detail in other 
parts of this book. On the matter of the cumulative, we will get the 
tables up, and also put it together in any way that the committee would 
like to have it. 

Starting on page 10 of the small book, we begin to show you more on 
obligations. 

r. WicGLeswortH. Let me ask you before you get to page 10, look- 
ing at page 6, the breakdown of your overall total there shows military 
assistance, defense support, development assistance, technical coopera- 
tion, and soon. The second column there under chapter 2 may be any 
one of these, or a combination of any one of them, is that correct ? 

Mr. Srassen. That is right. Particularly the $800 million part 
could be used for any purpose. 
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Mr. WigGLeswortH. So, when you say, “Military assistance,” $1,580 
million, from the overall standpoint there ought to be added whatever 
sallstary assistance is included under chapter 2 of title I, is that 
correct 

Mr. Strassen. In many respects, you ought to add the next column, 
too. That brings the mutual defense assistance total to $3,014 million. 
The primary reason for the assistance shown under the first three 
columns is military defense. When you start to strengthen a situa- 
tion you do not really draw a sharp line between the military and the 
nonmilitary purposes. Maybe you have to ship them some petroleum 
to keep their military forces functioning. You do not ordinarily con- 
sider petroleum as military hardware, and yet it is a military reason. 
So the line tends to be the first three columns and the prime reason for 
doing it is a military reason. 

With regard to the next two columns, it is a mixed reason; it is a 
part of the world security interest of the United States, but it is more 
a matter of helping these countries along in their development so they 
do not have Communist infiltration and so forth, so it becomes more of 
an economic and technical emphasis. 

Mr. Wice.eswortn. Is it a fact, then, there is no development assist- 
ance, and no technical cooperation under chapter 2 of title I/ 

Mr. Strassen. That is correct, but there is a request for money there 
that will go for things that are supporting commodities in some 
instances, but the reason you are doing it is to back up the forces. 

Take, for example, the program in Turkey. We have carefully 
studied Turkey and we feel they cannot keep that big army on the 
Dardanelles unless we put some economics in back of it. The reason 
we do so is to help them keep up the big army even though the things 
we put in are of a civilian nature. 

r. WicGLeswortH. Chapter 2 is either military assistance or de- 
fense support ? 

Mr. Strassen. That is right. Title I has that broad primary empha- 
sis upon the military security defense aspects. 

P With regard to title II, the primary emphasis is on helping a country 
evelop. 

With regard to title III, the primary emphasis is on cooperating 
with them technically as they come along. 

With regard to title TV, it has to do with the various nonregional 
programs, including the children’s welfare, the Intergovernmental 
Committee on European Migration, and the like. 


PROGRAM IN INDIA 


Mr. Anpersen. Will you tell me why it is necessary to be so gen- 
erous to India under title II, $85 million? That is one place in the 
whole bill where I think that we are out of proportion in relation to 
our own best interests. 

Mr. Strassen. That is a good question. Clearly, we are not helping 
India to develop armed forces or anything of that kind, because she 
is not in any defense agreement with us, but what we do have in India 
is a crucial situation vis-a-vis Communist China. The Communists 
now have complete. control of the mainland of China. The Commu- 
nists are trying to take over all of Asia. The Communists want to take 
over India. If this present Indian Government, as much as we differ 
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from them on foreign policies, were to fall and the country were to 
be either divided up or taken over by the Communists, it would be a 
serious loss to the United States and our long-term security. There- 
fore, even though we have foreign policy differences with India, we feel 
it is in the interest of the United States to spend some money to keep 
this present Government developing. 


REASON FOR RELATIVELY SMALL PROGRAM FOR LATIN AMERICA 


Mr. ANpersEN. I am in agreement with you on the term “some 
money,” but is not $85 million being quite liberal in comparsion to what 
we are doing for the Latin and South American countries; our own 
very near neighbors? 

Mr. Srassen. Not when we consider it is a country with about 360 
million people. It is a huge country. So while $85 million is a lot 
of money in one way, it is a small amount in relation to the size of 
their problem. You see, we are not making big Export-Import Bank 
loans into India where we are making them into Latin America. 

One reason the amount we are doing in Latin America is somewhat 
deceptive is because Latin America did not have the damage of war, 
and there was not the matter of rebuilding because of war. They have 
had heavy Export-Import loans, and loans from the International 
Bank, and a lot of private investments, and they.also had heavy earn- 
ings during the war from their raw materials. Their copper, lead, 
zine, and so forth drew big prices during the war. So it is not really 
a comparable thing to say that we are putting $47 million into this 
program for Latin America while we are putting one-half billion in 
the Far East. 

Mr. Gary. They have far greater resources down there ? 

Mr. Strassen. Yes; with a smaller number of people. It may well 
be we are not doing enough in Latin America. Serious questions 
are being raised on that, but it should not be thought that we are 
only doing $47 million in Latin America and we are doing half a 
billion in the Near East. 

Mr. Taner. They did pretty well for themselves raising the price 
of coffee, did they not? 

Mr. Srassen. That is right. 

During the war, when the other countries were getting a lot of 
money for tin, copper, lead, zinc, and so forth—their exports to 
the United States, such as Venezuelan oil, were going very well. So 
it may well be we ought to do a little more in Latin America. We 
made a $300 million Export-Import Bank loan to Brazil, and they 
will pay it back, but that is a way that you can get credit in there 
instead of making a grant, and we would rather have it on a loan 
than a grant. 

Now, I might pass on and call your attention to page 8, because 
we think that that shows a trend that this committee approves. 

Mr. Wiceiesworti. That is new money only ? 

Mr. Srassen. That is right. 

Mr. Taner. Without the other picture we cannot tell a blooming 
thing about it. . 

Mr. Srassen. At least it is a trend in the right direction, we feel. 
We will go into the rest of the picture as we get on back into the 
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Now, on page 10 you start to see the picture of 1953, 1954, and 
1955, laid alongside each other from an obligation standpoint. This 
shows the obligation by titles, functions, and major activities, and 
what we estimate for 1955. 

Mr. Tarer. That means a jump of $1,200 million. 

Mr. Srassen. In the military obligations you are correct. 

Mr. Taper. Are these the overall obligations, or are they just the 
obligations out of the new funds? 

Mr. Strassen. Overall, cumulative obligations. 

Mr. Taner. Now the military obligations were quoted to us by the 
Military Establishment at $2,797 million last night. The figures 
that have been presented here do not reflect those figures. I guess 
before we get through we will have to balance these tables and do 
them over so they will be correct. 

Mr. Srassen. I think the $2,700 million must have been the overall 
for defense purposes. We will reconcile the different figures. 


ANALYSIS OF OBLIGATIONS AND EXPENDITURES 


I think the next thing we might call your attention to immediately 
is the analysis of obligations and expenditures, because this begins 
to present our most difficult problem with the Congress, and that is 
the matter of unobligated balances and unexpended funds. This 
appears on pages 39 and 40. 

here is in this program a large amount of unobligated balances 
and a large amount of unexpended funds. By its very nature, if it 
functions efficiently, there will always be such. I would like to go 
into that very frankly with the committee because I know that is a 
very beginning consideration. 

irst of all, we start out with the actual obligations in the fiscal 
year 1953 and the unobligated balances last June 30, the new appro- 
priations, the transfers out, and the available for obligations. 

Mr. Wiccieswortn. What are the transfers out ¢ 

Mr. Strassen. Those are very special items that were met by trans- 
fers out of the mutual security program. It is really money returned 
to the Treasury of unobligated balances under action of the committee 
last year. 

Then you have the sums available for obligations in the fiscal year 
1954; you have the actual obligations up to April 30; you have 
estimated obligations to June 30; you have the estimated obligations 
for the fiscal year 1954; and then you have the estimated unobligated 
balances on June 30, 1954. 

As you will see, it is $2,582,100,000 in total, of which $2,539,400,000 
is on the defense and military side of it. 

This may be the place where Defense now estimates $2,700 million 
instead of $2,500 million because when these tables were made up we 
were estimating May and June obligations and they may have been 
somewhat less. 

Mr. WiccLesworrn. Let me ask, does that mean you have actual 
obligations for July 1 to April 30, 1954, that is, 10 months, amounting 
to $1,300 million ? 

Mr. Strassen. On the military. 

Mr. Wiceieswortn. And you have estimated obligations for May 
1 to June 30, 2 months, amounting to $1,227 million. 
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Mr. Strassen. That was the estimate that was made. I think that 
estimate might well have proved to have been optimistic. 

Mr. Wiceieswortn. As of what date, roughly, was this estimate 
made ¢ 

Mr. Srassen. This estimate was raade around the first part of May. 

Mr. Wieeieswortn. I suppose we will get to that later, but do 
you have some up-to-date figures now for May and June obligations ¢ 

Mr. Srassen. The June reports are not in yet. They are still 
coming in. 

Mr. Wiae.eswortu. Do you have the actual May figures? 

Mr, Luoyp. Yes; we have the actual May figures. I have that record 
in my folder by appropriation and showing what the situation was 
at the end of May. 

Mr. Wieeteswortrn. I do not want to go into too much detail; we 
will do that later; but I am interested in actual developments as com- 
pared with our estimates. 

Mr. Srassen. I think you may well find that the estimate was opti- 
mistic; that our unobligated amount will be somewhat bigger He 
that. 

If you will turn to page 40, you will find the unexpended balances 
in the whole program. You will see, first, the actual expenditures in 
1953 of $5.7 billion down below, and the grand total, with the division 
between “defense” and “other”; the unexpended balance on June 30, 
1953; the new appropriations; the transfers out, which are sav- 
ings amounts available for expenditure during fiscal year 1954; the 
actual expenditures, $3.8 billion, and in the lower right-hand column 
you will see the total estimated unexpended balance as of June 30, 
1954, of $9,979.1 million, made up on the defense side of $7,733.8 mil- 
lion and “all other,” $2,245.3 million. And you will see it broken 
down by the various items. 

Mr. Chairman, as I said, this large unobligated balance and large 
unexpended balance is one of the most difficult problems in presenting, 
in discussing, and considering and acting on this program. 

The first thing I would like to say is that I think our actual record 
of performance this last year shows that we are not spenders; that we 
are savers, in that practically in every section of this program we 
have spent less than was authorized and have spent less than the 
Treasury had set aside for us. We have tried to hold to the minimum 
at all points; we have spent less for administrative expenses than we 
were authorized and that the budget set aside for us, and I believe, 
from my close observation of this program that it is necessary, in 
order to successfully operate it, that there be a large amount of future 
carryover and, second, the fact it is there makes it possible to save 
money. And let me indicate exactly what I mean by it now by going 
into a very specific thing that we began to refer to; because I thin 
this whole huge worldwide problem can best be considered on the 
basis of specific contracts. 


SPAIN 


When we turned to this book, we were talking about Spain. We 
have just begun to move forward on Spain on the important program 
of bases and to strengthen Spain, and you will find in the section on 
Europe in the big book, a series of pages for Spain. If you will per- 
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mit me, I would like to direct the committee's attention to both the 
specific and important situation, as we examine the worldwide pro- 
gram, under the columns on Spain. 

First of all, we simply give you a lot of information about Spain. 
You can turn that over, because that is just their own situation, and 
if you will turn that over you come to the beginning of the pga 


tion of the Spanish program. You will] see on page 104 the cumu- 
Jative 1950-54 program: Military, $140 million and what we are 
proposing for 1955. You will see the defense support cumulative 
program of $85 million. 

Mr. Taser. Where did any of it come from prior to 19544 We 
did not put any money in there prior to 1954, did we? As I re- 
member it, there was nothing shown in the figures last year. 

Mr. Strassen. The cumulative actual refers to 1954. It is 1950 to 
1954, inclusive, and it really is all 1954 in this case. 

Mr. Taner. Then why would 1954 show that total 4 

Mr. Strassen. Because down below you have the $14.8 million that 
adds in. 

Mr. Taner. I see; that is the March 31 figure. 

Mr. Srassen. Yes. 

Mr. Taner. The other figure is your estimate of what you would do 
in the other period; is that right ¢ 

Mr. Srassen. The total. 

Mr. Taner. Is that the idea? 

Mr. Srassen. That is right. Then it shows what we are propos- 
ing for 1955. 

Mr. Wice_esworrn. What does the fiscal 1954 program mean? 
Does that mean that amount has actually been obligated ¢ 

Mr. Strassen. No, sir; it just means that that is what is programed 
for 1954. 

STATUS OF OBLIGATIONS FOR SPAIN 


Mr. WiccLeswortH. What did we actually obligate during 1954 in 
respect to this program ¢ 

Mr. Srassen. Much less than this. And this begins to present the 
kind of problem we are in. 

Mr. WiccieswortH. Do you have that figure somewhere? 

Mr. Strassen. The $85 million of economic was all obligated and the 
military records are not kept on a country program basis. In other 
words, they are kept on direct procurement obligations, and so forth. 
So you cannot break down the obligations by country. 

Mr. Wice_esworrn. You mean for example we do not know how 
much money was actually put into Spain, or obligated in respect to 
Spain in 1954¢ 

Mr. Strassen. We know what we programed, but we do not know by 
country what is obligated under contract. That is part of the problem 
on this unobligated and unexpended funds. 

Mr. Wiceiesworrn. What are you doing to straighten that out? 
That is pretty fundamental. 

Mr. Srassen. It is actually impossible under the present method of 
obligation; because you call funds obligated when you make a con- 
tract for some tanks. You do not at that time have those obligations 
charged against country programs as obligations. 

Mr. Wicereswortn. But eventually upon delivery they must show 
up in the country program ? 


Mr. Strassen. That is right. If you will now turn over to page 109, 
you will get that kind of detail for Spain. 

Mr. What does that show? 

Mr. Strassen. That shows in the left hand column how much was 
shipped in 1954 as of March 31, 1954, of all those items. For instance, 
you see the number of light tanks that were shipped and those which 
remained to be shipped out of the 1954 program. And for 1955 we are 
proposing more tanks. And so on down the line. 

r. Wiceteswortn. Does that table indicate the overall value of the 
military ¢ 

Mr. nace. That is Army in the left hand column, Navy on the 
right and Air Force on the lower side of the right. 

Mr. Wiceceswortn. In other words, that total actually was made 
available to Spain. Is that right ¢ 

Mr. Srassen. That is right. And then down below you have a 
footnote, “Does not include planned additional Air Force materiel 
program.” The Air Force materiel program is not broken up into 
specific items. 

Mr. Wieeieswortrn. That is planned but not yet delivered / 

Mr. Srassen. That is right. Now in the Spanish program under 
“Air Force” you see “jet” and you will see the 1955 program. About 
two-thirds of the way down on the right-hand column, under “Air 
Force,” it shows “jet” and it shows the number of planes and the 
estimated cost. And if I may just take this item to illustrate the kind 
of problems we have on this unexpended and unobligated balances, 
we are putting in airfields in Spain—United States strategic airfields. 
We consider it is highly desirable, at the same time you begin to 
develop some Spanish jet interceptors, to train pilots, and so forth. 
If we are to begin the development of a jet air force in Spain, we 
should start making arrangements with the Spanish Government for 
enrolling young men for training, bringing them through the prelimi- 
nary training, actually bringing part of them over to this country for 
advance training and programming these planes and, in about 4 years, 
we expect we will have some excellent jet squadrons in Spain. 

Under the present approach, we feel you cannot begin a firm 
arrangement with the Government of Spain to develop those squad- 
rons unless we have obligational authority from the Congress to do it. 
In other words, unless we receive obligation authority with respect to 
that item in your total, you do not begin; but, when you begin, it is a 
long, long road before you actually get those jets being flown by 
Spanish pilots. 

I would presume 1955 will end and hardly a dollar of that program 
will be obligated and hardly a dollar of it spent; but it is there as 
obligational authority to back up the development of a jet air force. 
The chances are that programed amount won’t be spent until the 
fourth year when we will really begin the jet air force. We will spend 
some part of it in the earlier stages, but not much. Yet, unless we 
can begin, we won't have a jet air force 4 years from now. 

That is our problem. Yet each year, in the interim, these funds will 
be in large part unexpended and unobligated money ; because we won't 
make a contract with aircraft manufacturers to deliver those jets 
until somewhere near the time they will be delivered to Spain. And 
that may be 15 months before the delivery point. And you may not 
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contract to build these jets with the North American, the Republic, 
or somebody until 2 years from now; yet we have felt. and have fune- 
tioned on the basis that we cannot program with another country for 
something of that kind unless this committee has passed an appro- 
priation and the Congress has authorized the obligational authority. 
As I say, it is our most difficult problem in handling this program. 

You will see in here “medium tanks” in the Army item, in the left- 
hand column, and you will see in the 1955 program there are tanks 
scheduled. It may well develop we are going to buy some new 
medium tanks for the United States tank units and, when the United 
States tank units are given their new tanks, we are going to take 
some of their present tanks, run them through the Ordnance Rehabili- 
tation Depot, recondition them and then send them to Spain. And 
under the current General Accounting Office rules, that does not stand 
as an obligation until within 60 days of the time the tanks are shipped, 
and that may be 18 months or 2 years off. Some may be sooner, but 
it is a long, slow process and unless we start the training in Spain now 
of the mechanics to handle the tanks, training the tank crews, we will 
not have this tank force in Spain, say, 2 years from now or 24% years 
from now. 

Mr. Wicetesworti. Well, is this construction money or training 
money 

Mr SrasseN. No; it is hard goods money; it is actually money for 
the tanks themselves. 

Mr. WicéLeswortn. Why do you need that for the purpose of start- 
ing training? 

Mr. Stassen. Because you have to make an agreement with the 
Government that if they train the force they are going to have the 
tanks, say 2 years from now and we have followed the process that 
we cannot make an agreement with a country that we are going to 
send them tanks or planes unless we have the obligational authority 
passed by Congress to do it. This is the sort of thing that builds up 
these tremendous accumulated unobligated and unexpended funds. 
It really means that we built into this, on a worldwide basis, 3 years 
of lead time. (Discussion off the record.) 

In other words, the money we have been paying out this year, part 
of it, began in the 1950 appropriations. ii we had not started in 
1950, we would not have these jet squadrons in Turkey today. 

(Discussion off the record.) 

Mr. Stassen. I do not see any way we can get other governments to 
move with us in a combined security plan unless we have the long lead 
time involved, and that is our tn in this situation. If we do 
not have that future lead time, then it means we are always short of 
the actual development of the plans. Likewise, if we were not to 
use this program in part to saeiitichiie our own United States equip- 
ment, you could probably speed it up; but I do not quarrel with the 
yarn that the most modern equipment, the newest production, 

iould be in the hands of the United States forces and the rehabili- 
tated equipment as a whole should go to our allies. 

That again builds another delay in the process and builds in a higher 
volume and unexpended balance at the end of the year, and that is 
our eer in developing the understanding and the backing for that 
kind of an approach. By planning far ahead and by getting these 
countries mutually to come along in the selection of their armed per- 
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sonnel, carefully training them and developing rehabilitation depots, 
repair depots, and so forth, we actually in the long run save money ; 
because if we were to pile this over too quick and it becomes destroyed 
or badly handled, then you do not have the kind of Armed Force and 
the security force 2 and 3 years from now that we very much want 
to have. 

Mr. Fenron. Governor, did I understand or misunderstand a 
statement you made previously that our ports were piling up with 
material that was not being moved ¢ 

(Discussion off the record.) 

Mr. Srassen. On page 107, you see another aspect of how we work 
in this program. 


JSE OF COUNTERPART FUNDS IN SPAIN 


Mr. Davis. May I ask one more question about Spain before you 
leave that; that is, can you give us at this time a fairly good estimate 
of the counterpart proceeds that may be anticipated there during 
the 1955 fiscal year 

Mr. Strassen. We can certainly furnish that; we have the forecast 
on it. A lot of that comes up in this material on page LOT on the food 
and industrial things that we sent in. You see that we sent in some 
grain; we sent in some cotton; we sent in some fertilizer; we sent in 
some industrial raw materials, and it shows what we have been send- 
ing in during the fiscal year 1954. It shows what we expect for 1955. 
Out of the total, we expect one-half will go into food and agriculture 
commodities, and the other half will go in industrial raw materials, 
transportation, and so forth. 

That shows the total defense support program for fiscal 1954 and 
1955. 

We have done another thing in Spain. They are short of wheat, 
so we are selling them $20 million worth of wheat in return for pay- 
ment in pesetas. We will use these pesetas in building our Air Force 
and naval bases over there during the next couple of years. This 
money in pesetas will be available to the United States Givennen 
waiting to be drawn out in that way. 

We , Po used agricultural products in place of dollars at every 
chance we could in 1954. 

Mr. Anpersen. That would save us just that much money, then? 

Mr. Strassen. That is right. The whole Spanish program in a way 
illustrates the kind of problem we have in the slowness in getting 
underway on the one hand and the long lead time that is involved and 
the very desirable ultimate result we hope we can attain. 


PAKISTAN 


Another example of the worldwide program is Pakistan. We are 
just moving into Pakistan. That is on the yellow sheets at page 217. 

ere you will see that in the 1954 program we had funds earmarked 
for military assistance to Pakistan and we just got those agreements 
that tie in with Turkey in the last few months, so we have not used 
that money, but do propose to use it in fiscal 1955. So it is a carry- 
forward item. 

You see the defense-support program and what is going to be done 
there, and you see the technical cooperation, in which program we have 
some of our leading American universities working with the Uni- 
versity of Pakistan to help that country develop. 
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We feel that Pakistan may well become a second Turkey. They are 
a stalwart people and will provide another anchor in the Near East. 
We have one anchor in the eastern Mediterranean pretty well de- 
veloped in Turkey and at the other end of the Near East, the protec- 
tion has been very weak. Now we are beginning to develop what 
may be an opposite anchor in Pakistan. It may ie a slow process; 
things might upset there, but that is the direction in which we are 
moving. 

Mr. Taner. You have had trouble between the East and West 
Pakistan setup; have you not? 

Mr. Srassen. That is right. The Communists are making a very 
extensive effort in East Pakistan. You see near Calcutta the Com- 
munists are strong down that way and are trying to cause trouble 
in East Pakistan, trying to get into the younger groups, and so forth. 
As a matter of fact, the Communist Congress of Asia about 6 years 
ago was held in Calcutta and they are giving a lot of attention to that 
east Pakistan area. Now the Pakistan Government has moved very 
firmly after the riots in the jute mills and we feel they are on top of 
the situation; they are more aware now of the Communist danger, 
and I think they will handle it. But that is a trouble spot to watch. 
The country, of course, is split; it is 900 miles between the 2 halves 
of the country, and if the United States consisted of New York and 
California and somebody else had everything in between, it is a 
pretty hard way to develop a country. 

Mr. Anpersen. I do not believe we ever had a more worthwhile 

rogram or a better operated program than the delivery of the wheat 
in Pakistan last year. 

Mr. Srassen. Thank you. That really laid the basis of friendliness 
upon which we are now building the defense anchor. 

Mr. Anpersen. I might say our subcommittee watched the delivery 
of that wheat within 400 miles of North Karachi, at various substa- 
tions, and we noticed the eagerness and the appreciation with which 
those people received the little allotment at the various ration shops. 
I believe we really have done a lot of good in that program. The 
same thing applies to the food-parcel program in Berlin. 

Mr. Srassen. Thank you. 

Mr. Wiceieswortn. Would that all be covered under the defense- 
support classification 

r. Svassen. Yes; because the primary reason we are moving on 
Pakistan now is to build up an armed point and build up a defense 
anchor to the eastern half of the Near East danger point. 


SURPLUS AGRICULTURAL COMMODITIES PROGRAM 


Mr. Taner. What sort of connection is there between the operation 
of your support setups and the billion dollars in the surplus agricul- 
tural commodities bili that was passed here in the House a couple of 
weeks ago? 

Mr. Srassen. There is a committee in the executive branch headed 
by Mr. Clarence Francis, who was brought in on the White House 
Staff to coordinate the use of agricultural products. $700 million 
of surplus is to be sold for local currencies, I think over a 3-year 
period, and the local currencies then are to be subject to supervision 
_in their use. They can be used to acquire strategic materials, and for 
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a number of other purposes that serve the United States. And there 
is another section of the law that provides that the President can meet 
famine, or other urgent relief requirements, where practicable, through 
voluntary agencies. and that, I think, is the $300 million section of 
the law. So, special needs of that kind can be met out of that section 
of the law. 

Mr. ANpersen. Yesterday the press brought out that 12 million 
pounds of butter had been sold to Great Britain. Did that come under 
the program that we are referring to? 

Mr. Srassen. That came under our program. We developed that 
through 1954. You will recall that the Congress said to us last year 
“For not less than $100 million and not more than $250 million you 
should use surplus products instead of dollars” and we went at that in 
good faith and I think with an effective organization, and I can report 
to you now how we carried it out. 

We used $245 million worth of surplus products in the place of 
dollars in carrying on our program. You can see what countries it 
fitted into. 

One of the most interesting things here was Finland. 

( Discussion off the record. ) 

Mr. Strassen. You see the other uses there—France, Germany, 
Greece, Israel, Italy, Japan. We sent in $50 million worth of food 
to Japan and set up counterpart for beginning the Japanese defense 
forces. The others are the Netherlands, Norway, Spain, United King- 
dom. It isa part of this United Kingdom program that we just sold 
the butter on, I think about 14 million pounds, which was the biggest 
sale of butter ever made overseas at one time. The other one is Yugo- 
slavia. And as you realize, this means that this was used in place of 
dollars; the dollars stayed in the United States and the surplus prod- 
ucts went overseas. 

(Discussion off the record. ) 

Mr. Taser. Do not you have a big stock cached in Germany some- 
where, ready to move in? 

Mr. Strassen. Quite a lot of it. 

About one-quarter of the program is stockpiled. 

Mr. Taner. They are a group that would be able to make what they 
need themselves, the minute they were given the opportunity. 

Mr. Strassen. That is right. They certainly will do their own re- 
placements and their own further expansion. 

As I recall, the broad estimates were that to put those forces into 
being would require a considerable amount of equipment, some of 
which the United States would furnish and the Germans would furnish 
the rest. It is expected, as far as replacements, et cetera, are con- 
cerned, they will take care of it when we get out. 

Mr. Taser. They would not be ready to throw enough troops in all 
of a sudden to effectively and efficiently use much more than what we 
have stockpiled. 

Mr. Srassen. On the military side, General Gruenther is the one 
who really should answer that. 

(Discussion off the record. ) 

Mr. Strassen. They have done a lot of planning work in advance. 
They have been expecting ratification of EDC. 

Mr. Gary. Off the record. 

(Discussion off the record.) 
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INCREASE IN MILITARY OBLIGATIONS 


Mr. Wiceieswortn. Why do you need to increase your military 
obligations so markedly? Every one of the other figures shows a 
decrease, or almost all of them, anyway. Why do you need to increase 
the military obligations so much ? 

Mr. Srassen. In 1954 the obligations, as reflected here, were un- 
usually low. There was a lag and we ended the year with a large 
amount of unobligated funds. 

As the German program moves and the Japan program moves, we 
anticipate that we will partly catch up with that lag in fiseal 1955. 


ESTIMATED UNOBLIGATED BALANCES, JUNE 30, 1955 


Mr. Taser. Do you have a figure handy of the estimated unobligated 
balances at the end of fiseal 1955? 

Mr. Srassen. Yes, sir; it is in a table in here on page 10, I believe. 
On the right-hand column is the fiscal 1955 data. At the end of fiscal 
1955 we anticipate that there will be an unobligated balance of 
$1,004,479,554. 

Mr. Taser. What is this figure down at the bottom of the page? 

Mr. Srassen. On page 10 in the right-hand column, fourth line 
from the bottom / 

Mr. Taper. It says: 

Amount carried forward for obligation after June 30, 1955. 

Mr. Strassen. That is right. 

Mr. Forp, That is on the assumption the full amount is appro- 
priated, as set forth in the authorization ? 

Mr. Strassen. That is correct. 

Mr. Davis. What do you have involved here in new money? Is 
that figure $3,439,000,000 ; is that what it is? 

Mr. Strassen. $3,400,000,000. 

Mr. Taser. With the $260 million extra, that will be $1,264,000,000 
instead of $1,004,000,000 ? 

Mr. Strassen. You mean if there is a larger unobligated balance at 
the end of this year? 

Mr. Taner. I was in error in my figures. The figure will be, instead 
of $1,004,000,000, it will be $1,329,000,000. 

Mr. Strassen. Well, that depends, then, as to whether that amount 
which was planned for obligation in May and June and did not get 
obligated, does get obligated in the next month or two, in addition to 
the other estimates. 

We would have to look into that, and check to see what the picture 
is on it. 

Mr. Taner. A lot of these figures will have to be moved around after 
you receive information as to what your figures are at the end of the 
year? 

Mr. Strassen. That is true. 

Mr. Taser. That will involve a lot of these figures all the way 
through ? 

Mr. Strassen. That is right. 
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ESTABLISHMENT OF DEFENSE PRODUCTION BASE FOR AMMUNITION AND 
REPLACEMENT IN EUROPE 


Mr. Chairman, I would like to report to the committee at the open- 
ing of this session that we have now established a moderate but sig- 
nificant defense production base for ammunition and replacement in 
Europe. 

This has been done through the program of offshore procurement, 
and placing those orders around in the Western European countries 
in factories which appear to be efficient and which would have a 
source there in Western Europe of the ammunition which we needed 
in the event the Soviet begins a war. This program has increased 
the defense capacity in Western Europe, and that capacity can now 
be maintained even though United States dollar aid to Europe is 
sharply reduced and phased out of existence. 

We, likewise, have made important arrangements with the fund 
which you provided last year for the development of modern weapons 
of advanced design in Western Europe. You may recall you raising 
the question, Mr. Chairman, and members of your committee discus- 
sing the matter of getting these technical brains of Western Europe 
moving on modern weapons development. 

In the program which you approved last year, we have gotten a 
significant start. 

(Discussion off the record. ) 

Mr. Taser. Frankly, I think that your approach to a lot of these 

eople overseas has been wrong and foolish. I think the thing you 
Core to do is to get them in a frame of mind where they will make 
the things, insofar as possible, which can be consumed in their own 
countries. They have been very backward and have lacked a progres- 
sive spirit in that approach. 

If a manufacturer here is up against it, he does not chase to the 
Government or the export market to have his chestnuts pulled out of 
the fire. He tries to get out and make a new variety of things which 
he can sell to our people here, and you would get the same kind of a 
response if you could develop more initiative and a progressive spirit 
on the part of the manufacturers over there and less of a complete 
willingness to lay down on the Government and the export market. 

The solution to a lot of our problems lies in that, in my mind, 
because that is the only way you are going to raise the standard of 
living of their people, and that is the only way you are going to have 
a real urge toward peace in those countries. Until we get that ap- 
proach, we are not going to make progress the way we should. and 
that is the basis of that document which I handed you and which I 
wish you will look over. 

Mr. Strassen. I will. I will look it over, and that isa very significant 
comment which you have just made. There is a lot of truth in it. 

Mr. Taser. Our people have a different philosophy than their people 
do, and that is the reason why our standard of living has gone up 
while theirs has gonedown. The theory at the top of their setup seems 
to be to keep their wages down and their standards down, and not have 
anything which results in consumer demand, and you have to break 
that century-old philosophy which they have had, which is a back 
number. 
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Mr. Fenton. If I may interject, Mr. Chairman, there. They see 
these handouts, and the people in this country are beginning to say, 
“Well, they get it over ag and why should certain sections of our 
country go to pot? Why cannot the Government help us the same 
as we are helping over there /” 

Mr. Taner. We are getting too much of that, and the only way we 
can break that and keep it from increasing here is to change that 
over there. 

Mr. Fenton. That is right. 

Mr. Srassen. We have encouraged the United States manufac- 
turers to go over to Europe to try to change the thinking of the 
European businessman. 

Mr. Taner. | appreciate that. 

Mr. Srassen. I agree on the the importance of your point, but let 
me say this: 

We are making some headway in that respect. I know that the 
question is raised: “Well, if you grant them aid, do you ever get them 
off it?” Well, the Belgium, the Netherlands, Denmark, Norway, and 
a number of those countries, are now off aid and they are beginning 
to raise their wages and to spread their markets. So, there are some 
in there that are encouraging signs. There is still too much of the 
approach that one makes a profit by having a monopoly and keeping 
the wages low. The United States approach is that you make a profit 
by paying good wages and aid in the establishment of a good market 
by competitive practices. 

Mr. Taner. That is true, as well as decreasing the cost by volume 
of production. 

Mr. Srassen. That is right. 

Mr. Taner. That is what we just must get across to those people 
in order to get them to appreciate their responsibilities to us if we 
are going to be the sugar daddy for a long time. 

Mr. Srassen. That is very well put. 


ECONOMIC PROGRESS IN GREECE 


I would like to also report to the committee that Greece, with which 
this committee has been familiar, is making remarkable economic 
progress. 

After a much needed devaluation of its currency in April of 1953, 
carried out with assurance of commodity support from the United 
States, the principal economic indices such as the gross national 
product, the volume of trade, the stability of currency, have all ex- 
hibited marked improvement. Only a few years ago this Nation 
was a destitute land, divided, torn by civil war, and frustrated by 
worthless currency. Its present posture, strength, and stability is a 
tribute to the people of Greece and a positive recommendation for 
the specific foreign policy of the United States which underlies the 
type of program we are discussing today, which as you know has 
been carried on in relationship to Greece on 2 bipartisan basis through 
these years. 
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AFTERNOON SESSION 


Mr. Taner. The committee will come to order. 

Mr. Stassen, you may proceed. 

Mr. Strassen. Mr. Chairman and gentlemen of the committee, pro- 
ceeding with our presentation in justification of the President's re- 
quest for new obligational authority for the 1955 program, I should 
like to make a few brief additional comments on certain highlights 
of the program and the problems. 


PROGRESS IN TURKEY 


I can report to you that the Republic of Turkey continues to show 
exceptional progress in its economic strength and in its military capa- 
bility. It isa valued member of NATO, with a highly strategic loca- 
tion on the eastern Mediterranean. 

Turkey has moved firmly and consistently toward the attainment of 
its NATO force goals and has, at the same time, taken great strides 
forward in the development of its own country. In addition, it has 
developed ah important security relationship with Yugoslavia and 
Greece. You have these three countries in the Mediterranean border- 
ing, of course, right up against Bulgaria and Rumania, now in an as- 
sociation together in an important defense area. 

Furthermore, Turkey has recently initiated and formed a defense 
arrangement with Pakistan, providing a new security counterweight 
to the problems of defense of the Near East. 


ISRAEL AND ARAB STATES 


The new nation of Israel has had acute economic problems inherent 
in the establishment of the homeland for hundreds of thousands of 
displaced, oppressed, and exiled peoples from Eastern Europe and 
other parts of the world. Now, during the past year, we have worked 
very closely with the Government of Israel in establishing improved 
techniques of assistance and greater stability in management and bal- 
ance of payments arrangements. The result of these actions, even 
more than the question of our aid, has brought about a stronger posi- 
tion in the economy of Israel, so it is possible to decrease the aid, and 
the economy of Israel is in a much stronger position today than it 
was a year ago. 

Our program has made for stronger conditions in Israel instead 
of weaker conditions. 

The program in the Arab States has placed high priority upon 
water leeclonniind. including irrigation, well drilling, and water 
spreading. Water spreading, as you may know, is the method by 
which in a valley the water is caused to run back and forth across 
some dikes and zigzag slowly down the valleys, instead of a quick 
washout, which is this semiarid desert country causes a good growth 
of grass and foliage for the goats and the livestock. 

We also brought a group of the Arab leaders into the western part 
of the United States, and put them in charge of our own reclamation 
yeople, and they took them around and showed them how our western 
Raters handled water spreading and water conservation. 
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The result has, for the first time, been significant, because they 
have gone back and they are really moving, and they are starting to 
get green spots to grow up in the Arab country which has introduced 
with it some sense of stability, rather than the tense and nomadic 
approach, 

Mr. Gary. Off the record. 

(Discussion off the record.) 

Mr. Taner. We have a lot of reports on Israel, and judging from 
the way those people reacted to those who went down there in that 
part of the country, the reports did not sound too good, especially 
as to their attitude toward this country, and the utter lack of appre- 
ciation on their part of what was bemg done for them. I do not 
know what you can tell us about it, but if the more we do for them, 
the worse they are going to feel toward us, it makes one wonder. 

Mr. Srassen. Off the record. 

(Discussion off the record.) 

Mr. Taser. You may proceed. 

Mr. Strassen. The program size, as Mr. Murphy has just called to 
my attention, the 1953 amount was $72.5 million; the 1954 amount 
was $53.9 million, and for fiscal 1955 we are asking for a reduced 
amount which will be sufficient considering the improved economic 
strength in the country. 

What we are trying to do is to keep tapering down our grants, but 
by working with the country, get them in an improved position so 
they can withstand a reduction in grants. That is the program we 
are moving on. 

They also are beginning to receive some reparations from Germany 
in the settlement of claims by the Jews.against the Germans in the 
World War. They have, I believe, a 10-year program of German 
reparation payments. 


LATIN AMERICAN COUNTRIES 


During this past year, the programs of technical cooperation with 
the countries of Latin America have been carried steadily forward. 
There have been new accomplishments in production, in health, and 
in education. We have given special attention to Brazil, because this 
vast country of Brazil has more than 3 million square miles, and 56 
million people, and it has a great potential. Our program is designed 
to assist Brazil in realizing that potential for the mutual benefit of 
the people of Brazil and of the United States. 

You are aware that recently the opposition to our program in Guate- 
mala by the Communists has rather decreased. We have also changed 
the direction in this respect: We are now putting increased emphasis 
on helping them to produce the things which the United States needs. 
In other words, coflee, cocoa, and items of that kind, where we know 
there is a good export market, and they can earn money, and at the 
same time by getting a better supply of it, we will not have to pay so 
high a price. 

So, it is a mutually advantageous thing. 

We are also bringing in the American universities and colleges to a 
greater extent, to teach them the administrative skills and the financial 
skills. We find that you can do a very good job in helping them 
improve their methods of agriculture or their health or the ordinary 
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building of roads, but if they do not have governmental skill and if 
they do not have administrative skill and if they lack that they put 
the country in bankruptcy or inflate the currency and all the work 
you do is brushed aside. 

So, we are trying to develop a higher standard of governmental serv- 
ice in these Latin American countries, and they will be less likely to be 
infiltrated by Communists, and they will in the long run be a profitable 
trading area for us, and not a drain upon the United States. 

We discussed somewhat this morning the program in India. I 
would like to say that the community development project there which 
is teaching the praple, is now going into 24,000 little villages and com- 
munities. It is affecting 22 million people and we really feel that we 
are beginning to get the India program reaching in to the people, and 
while we are all in agreement with some comments which some of the 
members of the committee made this morning as to their disappoint- 
ment in regard to some of the foreign policies and attitudes, even in 
the attitude of some Government oflicials on aid itself, we do feel it 
is wise and right. 

As I say, the Foreign Affairs Committee of the House, after going 
into this very thoroughly, did decide that they would approve the 
authorization for that entire program. We discussed Pakistan this 
morning. I think, however, I might comment a bit on Korea. 


KOREA 


The rebuilding of war-torn Korea has presented one of our most 
important tasks in the entire world in this past year’s picture. The 
dangers of runaway inflation on the one hand, and the extreme eco- 
nomic dislocation on the other, with that line drawn across the middle 
of the country, compounded the plight of a nation with 400,000 of its 
homes completely destroyed, and most of its area a recent battle- 
field. 

By moving in rapidly, with the approval of this committee, in the 
use, as you will recall, of the $200 million of the money which was 
saved in the defense program, which was the ammunition savings, 
as a result of the stopping of the war, we did strengthen their supply 
situation so that the people were not hungry, ‘and so that they 
had currency that was i a in its inflationary runaway. 

We began to lay the foundation, raising the economic and military 
strength, and at the same time the South Korean Army has been built 
up to well over 16 divisions, and a very substantial military force has 
been established there and we have started to withdraw the United 
States divisions, taking two of them out thus far. 

It has been a difficult program. 

At this point, Mr. Chairman, I would like to go off the record. 

(Discussion off the record.) 

Mr. Gary. Is there enough technical skill in Korea to operate the 
plan successfully / 

Mr. Strassen. It is not there now, but they figure that the people 
are intelligent and industrious enough so that they can be trained 
to do it. 

Mr. Gary. That was one of the problems on Okinawa. 

Mr. Strassen. Yes; but the Koreans are actually more highly de- 
veloped than the Okinawans as far as general education. There are 


26 


Koreans living in Japan who could do anything. In other words, 
they are mechanics and engineers, and so forth. So, the strain of the 
people is all right. 

Mr. Gary. The strain is all right, but for years, while the Japanese 
occupied the islands, they kept the education and training of the 
people down. 

Mr. Srassen. That is right; they were not letting them get educated. 

Mr. Garr. The Japanese would not let the Koreans hold responsible 
positions, but made ~ occupy the menial positions, and consequently 
they were denied education and training. 

Mr. Strassen. In various parts of the world we are using our leading 
universities. In Korea the University of Minnesota was going in 
there, through its Engineering School, and it will work with the 
University of Seoul in training the engineering skills and they say that 
the people are intelligent. They have a high intelligence and they 
are willing to work. They are just as industrious and determined as 
any people you will find. 

When you put those two things together and give them a little time, 
you can make a good, skilled workman. They also proved out on the 
military side. 

You will remember that at first it looked like the Republic of Korea 
Army would never amount to anything, but they found, when they 
gave them time to get well trained and developed, that their officers 
and noncommissioned officers, when well equipped, did a very excellent 
job of fighting. 

Mr. Gary. The greatest problem was with the officers. They were 
excellent fighters, but the officers were not trained, and we had a very 
difficult time training sufficient native personnel to staff the army. 

Mr. Strassen. That is right. 


AFRICA 


Also, we have been giving increased attention to the vast Continent 
of Africa inthis past year. You will recall that we said we were going 
to do that and we have made some headway in that direction. 

In Ethiopia the success is now quite apparent. During his current 
visit to the United States, the Emperor, Haille Selassie, expressed deep 
appreciation for this assistance and for the objectives of the assistance 

In Egypt and Libya most of the projects are in the very early 
stages, but some foundations have now been established for significant 
progress in these countries. 

In Ethiopia, the Oklahoma A. & M. College is doing the work with 
the educational and agricultural people there. Liberia’s early prob- 
lems of supply and of personnel fate been improved so that a gath- 
ering momentum is evident. 

In the European dependent territories, which, as you know, com- 
prise a great part of Africa, new efforts have been made to fit techni- 
cal cooperation into the potentialities for private investment and 
development. 

In the overall running of this program, I would like to report to 
the committee briefly on the President’s reorganization plan. 
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You will recall that at the adjournment of the last Congress, the 
administration of the worldwide program was placed by the Presi- 
dent in a Foreign Operations Administration, with explicit direction 
to seek foreign-policy guidance from the Secretary of State, and de- 
fense-policy guidance from the Secretary of Delines, and through 
him the Joint Chiefs of Staff. We feel that, in the brief space of this 
past year, there are indications of better coordination from that 
organizational approach. It also has resulted in administrative sav- 
ings of very substantial sums. The Secretary of State, in his testi- 
mony to the committees of Congress, has expressed approval of the 
way it has been functioning. 

n administrative expenses alone, excluding the Department of De- 
fense, the total has been reduced 24 percent from the previous fiscal 
year, or a saving of $9 million in administrative expense. The num- 
in of Foreign Operations administrative personnel has been sharply 
reduced from 4,448 in January 1953 to 3,068 as of April 30, 1954. 

Reductions have particularly been large in the Paris offices where 
the number of FOA administrative personnel has been cut from 475 
to 116, and the number of buildings in which office space has been 
rented has been reduced from 11 to 4. 

During the same period similar personnel in Washington has been 
reduced from 1,680 to 1,257, or 25-percent reduction in Washington 
personnel, in part, through the consolidation of such central funce- 
tions as accounting, personnel, legal affairs, research, statistics, and 
technical services. 

On the overall spending side, from the accumulated appropriations, 
the Bureau of the Budget and the Department of the Treasury had 
set aside for this current fiscal year, 1954, $5.5 billion for spending. 
We spent a little less than $5 billion. We spent about one-half billion 
less than was set aside for us, and authorized to spend. We have 
spent less in our direct administration than we were authorized to 
spend. 

I think, when the final figures are in, we will be about $1.2 million 
below our administrative expense. Is that not right, Mr. Murphy? 

Mr. Murruy. I believe that is correct. 

Mr. Srassen. This has been accomplished, Mr. Chairman and gen- 
tlemen of the committee, by constant emphasis throughout the or- 
ganization that we wanted to get results; that we wanted to move 
promptly; that we wanted to use a minimum of appropriations. 

If the chairman would permit, I would like to refer to the table 
which IT sent to all missions all over the world, when the President’s 
reorganization went into effect. 


OPERATING POLICIES OF FOA 


I said that all missions will be guided by these operating policies 
to the extent that they will apply to the country concerned. 

(1) Attain essential results with a minimum use of United States 
dollars. That is the No. 1 directive which I gave to every mission 
around the world. Attain essential results with a minimum use of 
United States dollars, in view of the heavy total requirements on a 
worldwide basis, and develop understanding in the participating coun- 
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try of the importance of United States long-term financial stability 
to their own future interest, and to their freedom and security. 

(2) Maximize a people-to-people relationship parallel to the gov- 
ernment-to-government relationship, utilizing to an increased degree 
broad contracts with United States colleges and universities and ex- 
panding support for voluntary nongovernmental 

Many times these voluntary organizations—church organizations, 
and others—get better results and, of course, with greater savings over 
what a governmental program would do. 

(3) Foster increased private investment for developmental pur- 

s of both internal and external capital on a basis which includes 
air treatment and good earnings for labor, thus providing a lasting 
relationship with the people. 

(4) Facilitate expanded trade between nations on a sound economic 
and financial basis. 

I will not take the time to read it all, but those first four paragraphs 
show the kind of effort and emphasis which we have given around the 
world in this program. 

We do have this very important problem, which you undoubtedly 
will want to go into in specific detail, of the unobligated and unex- 
pended balances to consider them in relationship to the request for 
fiscal 1955. 

Perhaps, in presenting the program now to the committee, it would 
be constructive if I first focus our attention a little more on what it is 
that we specifically are asking to have carried forward through the 
fiscal 1955 program. 

I would say in essence we are asking the obligational authority 
from the Congress so that the President can hold firmly to the course 
he has been following; the course of building strength and holding 
together the free nations in the face of the various kinds of threats of 
the Soviets. 

You will notice that as funds for Europe decline, those for the Far 
East and Near East are increasing, which represents, of course, the 
places where the problem exists. 


DIstTRIBUTION oF 1955 Program 
EUROPE 


In the big book on page 2 we have this distribution of the 1955 
program by region, country, title, and function. 

You see over on the far right-hand side the $3,439,100,000. You 
see how it breaks down for each of the countries we are working in. 

The first thing I would like to call to your attention there is the 
fact that in development assistance—economic aid—you will see there 
is none provided for the countries that in earlier years took a lot of 
attention of this committee and of our appropriations. Specifically, 
Belgium and Luxembourg are on their own feet. The only thing left 
there is a little military hardware, concerning which you will find 
the details in the Belgium-Luxembourg program. 

You will find in Berlin we are following through with a little bit 
of defense support which we feel is necessary. As long as Berlin is 
in that sensitive position, surrounded by Soviet areas, even though the 
major part of the load can now be carried by West Germany, we feel 
we should help a bit and keep our hand in the problems of Berlin. 

You see that Denmark has no more economic aid of any kind. It 
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is entirely on its own feet. In earlier years it had substantial assist- 
ance after the damage of the war. It is a matter of military hardware 
and training now. . 

Now comes France. This, of course, is exclusive of the Indochina 
War, which appears in the Far East total. As far as the NATO 
forces are concerned, we are practically completely financed on the 
French NATO forces. 

(Discussion off the record.) 

Now, the Netherlands. They are on their own feet. There is no 
more economic aid there. 

Now with regard to Norway, there is no more economic aid. 

For Portugal, likewise there is no economic aid, just a bit of military. 

Spain is the new program. You see a larger amount of military. 
Remember, we looked at that in some detail. And there is some de- 
fense support, which is of an economic nature. 

For the United Kingdom you can see the military assistance which 
is in large measure devoted to the Air Force side. We have a large 
number of very important United States airbases in the United King- 
dom, and we also know that the Royal Air Force is the No. 3 Air 
Force in the world. They are developing very excellent airplanes. 
We know that they have pilots of high esprit de corps, good fighting 
ability, and we feel it is wise to follow through with the Royal Air 
Force. You immediately note that of this whole European group this 
matter of backing up the Royal Air Force is the largest single item, 
so when you consider the appropriation request remember that the 
total European request is $915,400,000, and of that amount the RAF 
is the most important single item in relation to the United Kingdom, 
and the next largest is Spain. The next largest to that is Yugoslavia. 
We are working very hard to work out a Trieste settlement between 
Italy and Yugoslavia, which would improve the security in that part 
of the country. 

Mr. Forp. That $75 million is the amount that was stricken from 
the bill on the floor ¢ ‘ 

Mr. Strassen. That is the amount. The $75 million is the amount 
that was stricken from the authorizing bill on the floor of the House 
and it will be a question of what the Senate does as to whether or not 
you need to consider it. 

The undistributed by country, defense, NATO, and things of that 
kind, appears on pages 24 and 26, 

Mr. Taser. Do you mean a breakdown as to commodities? 

Mr. Srassen. As to purposes. 

Page 24 shows the packing, handling, crating, and transportation ; 
the infrastructure; the facilities assistance; NATO International 
Military Headquarters; the escapee program; and special projects 
for the Army. 

Mr. Wiccteswortu. That is worldwide? 

Mr. Strassen. This is Europe. 

Mr. Wiceteswortn. The figure on page 2 seems to be $306 million. 

Mr. Srassen. It has in it the $7,500,000 item. 

Mr. Taner. That is the one that went out. 

Page 24 does not seem to jibe with page 2. 

Mr, O’Hara. There is on page 26 a table which analyses elements 
which appear in the military end items and training program in the 
packing, handling, crating, and transportation. 
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Mr. Wiceieswortn. Is there a breakdown of that $298,800,000 un- 
distributed by country ¢ 

General Stewart. Under the $300,900,000, proposed fiscal year 1955, 
Mr. O’Hara can explain the $2,100,000 difference, which is a book- 
keeping thing. It happened at the last minute. If you will assume 
for the second that the $500 million is the same as $298,800,000, here is 
the difference. 

Mr. Strassen. On page 26, under the column “Proposed, fiscal year 
1955,” these are the specific types of things that you do not charge 
against specific countries, like jet-engine overhauls, tools, and equip- 
ment. You might use them for jets of a number of countries and 
you do not charge it against a single country. The same with the pre- 
production and plant facilities expansion. Those things you cannot 
charge to an individual country, but you can charge them to Europe 
as a whole, 

Mr. Wicereswortn. You have an item here of $122,700,000 for the 
infrastructure. 

Mr. Srassen. It is the same item that we had earlier. 

Mr. Wiecnanwonres. You do not have that allocated specifically by 
country 

Mr. ibis No. In fact, for an airbase part of the facilities 
might be in one country and part in another, or a pipeline might go 
from one country through another to an airfield to service it. 

Mr. Taser. The $300,900,000, which appears at the top of the col- 
umn, fiscal year 1955, on page 26, does that mean that you are passing 
back to us the difference between that $306,300,000 under the same 
title on page 2¢ 

Mr. Srassen. No, sir. There is another item in there of $7,500,000, 
and that is the item that the House took out on the floor. 

Mr. Forp. That was taken out in the committee. 

Mr. Strassen. That is right; it was taken out in the committee of the 
House Foreign Affairs. 

The item of $300,900,000 is supposed to be the same item as the 
$298,800,000, and in the development of the taBle something needs 
reconciling. 

Mr. Taser. If you take out $7,500,000 there is still $2 million that 
needs to be picked up somewhere. 

Mr. O’Hara. On page 8 there is a reconciliation table that shows 
program adjustments have been made. The escapee program as au- 
thorized by the Kersten amendment, which was approved very 
recently, $6,500,000. There was taken away $4,200,000 for previously 
estimated requirements for administrative expenses and $2,300,000 
from the amount for aircraft support previously in the Air Force 
orograms, Which are shown on page 26, and they are down now to 
$770,000. 

Mr. Strassen. We had better get a special statement of reconciliation 
between page 2 and page 26. 

Mr. Taner. I wish that you would givé us the information provided 
in pages 87 to 92 of last year’s hearings brought up to date, with a 
column also showing the deliveries to the various categories that are 
listed, and bring these up to date cumulative 1954 and estimated 1955. 

Then the table about the infrastructure, appearing on page 92, 
should be brought up to date, showing the difference in figures that 
the difference in time has brought about. 
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Mr. Strassen. We will go back to page 2 in the worldwide program. 
Under Europe, just as we looked at Belgium and Luxembourg, you 
will find the same kind of information as to what has happened there 
and what we are proposing in this justification for the 1955 program. 


NEAR EAST, AFRICA, AND SOUTH ASIA 


The next area the book covers is the Near East, Africa, and south 
Asia. You will see listed on the left-hand side what countries we 
are here concerned with. You will immediately notice these program 
characteristics of the Near East, Africa, and south Asia areas. There 
is much less military money for hardware and you have more over on 
the technical-cooperation and development-assistance program. 

Afghanistan, for example, has a small technical-cooperation pro- 
gram. Principally we are working with them on the development of 
the Helmand River Valley. We are trying to help that country, 
which borders Soviet Russia and which is situated between Lran and 
Pakistan, to improve its conditions and remain friendly. 

In Egypt _we have a technical-cooperation program. It is quite 
expensive. We contemplate under favorable conditions we will pro- 
vide some development assistance which probably will be done in 
part, or mostly, by loan rather than grant. 

You see that the Ethiopian program is $1,500,000, which is for 
technical cooperation. I have already described the kind of program 
that we are carrying out in Ethiopia. 

Greece is one of the few countries in this area where we have a 
military program. You see the of | confidential} additional 
military items and the $15 million of defense support. It is our 
estimate of the size of the forces that we would like to have in Greece— 
to have her maintain beyond her capacity. We will have to put a 
little backing behind them. About $15 million is what we feel is 
necessary for certain items of defense support. 


GREECE 


This might be a good point at which to take up the story of Greece. 
It appears on page 173 under the yellow tab. On the overall data 
sheet which we have for each of these countries—which is the kind of 
information we always keep track of so we can tell what is happening 
in a country—you will notice in the left-hand upper column how 
much progress Greece has made. 

In 1948, shortly after World War II was over and when the civil 
war in Greece was going on, the index figure for industrial production 
was down to 66, compared to a prewar status. They are now up to 
130; the highest industrial production they have ever had. Like- 
wise, in agriculture, you can see that the index is up to 128. So they 
have a healthy industry and agriculture in Greece at the present time. 

You will note that they are carrying on quite a substantial defense 
program on their own with their own money. You will notice in the 
right-hand column that their short-term dollar assets and gold are 
at $120 million, which is a pretty good backing for that country, and 
in contrast with September of 1949, when they were down to just 
$30 million. 

Mr. Taser. Is their currency more stable than it was? 
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Mr. Srassen. Very much so. They devalued in April last year. 
We worked with them on the devaluation and put in some extra com- 
modities so that they would not have a run on their market, and they 
have come through in good shape. 

On the left-hand side you see their foreign balance. They are 
pratically in balance. They have done quite a good job. 

You see their Government finances on the lower left-hand side, and 
we estimate that their budget will be practically in balance. 

On the right-hand center side you see their foreign trade. They 
are pretty close to a balance of trade. There is just a slight deficit in 
trade. 

Mr. Taner. They have done it by dropping off their imports. Their 
exports have not changed so very much. 

r. Strassen. That is right. 

Mr. Taner. That means that they have been trying to pay more 
attention to producing the things they need themselves. 

Mr. Strassen. That is right. They have developed their own power 
more. They are considering now the possibility of setting up an oil 
refinery. If they get that; they will be in still better shape, and we 
are trying to encourage them to do it by private capital instead of by 
Government financing. 

Mr. Wiceiesworrn. What luck have you had in that line generally ? 
You spoke of encouraging private investment as one of your major 
directives. 

Mr. Strassen. We have had considerable results. In Turkey we 
got them to turn their attention to private investment almost entirely 
for expansion. They passed a new private-investment law which our 
people helped them to draft. Many new American companies and 
other companies are beginning to put branches in Turkey. 

Mr. Gary. One of the great problems in Greece was the large num- 
ber of Government employees. Have they been materially reduced ? 

Mr. Strassen. Yes. The Papagos government made a sharp reduc- 
tion in the number of employees. 

(Discussion off the record.) 


DIFFICULTY IN OBLIGATING FUNDS BY COUNTRY 


Mr. Srassen. Under the defense policies now, contracts for de- 
liveries are not made too far ahead because the Secretary of Defense 
feels, as he may have told you im the defense hearings, that we get 
better and more seine ok purchasing if we keep a manufacturer 
going, and add to his orders stage by stage, instead of 3 years at 
once. We get the advantage of improved costing, and keep a better 
supervisory relationship over what that manufacturer is doing if 
we do not put out all of our contracts at once. 

That has led to a considerable volume of unobligated money in 
the defense program and unobligated money in our foreign-operations 

rogram. 

‘ Mr. Wiceieswortu. You cannot tell us as of June 30 what obliga- 

tions, if any, have been entered into with respect to these 95 planes 

a the column “Quantity to be shipped.” That, you do not 
ow. 

Mr. Srassen. That is right. We do not have that broken down by 
countries. The records have not been kept that way. 
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Mr. Wice_esworrn. You would not know that until actual ship- 
ment ¢ 

Mr. Srassen. That is right. If some of these ships are to be 
rehabilitated from the United States Air Force and sent, then we 
would know they are in the unobligated money because under the 
GAO ruling we cannot carry them as obligations until 60 days before 
they are shipped, after being rehabilitated. But the obligation record 
is not kept by countries. 

Mr. WiccteswortH. Do you have any plans in prospect for supply- 
ing that missing link? 

Mr. Strassen. We are studying it. It is a very complex bookkeep- 
ing problem. 

Mr. Taser. We want you to do more than study it; we want to get 
action. 

General Srewarr. May I comment on that, Governor ? 

Mr. Strassen. Yes, General Stewart. 

General Srewarr. Mr. Chairman, under the present law, we have 
to keep a record in all of our accounts 

Mr, “We” being whom ? 

General Srewarr. The Department of Defense. We have to keep 
a record in all of our accounts by titles, since the appropriations are 
made by titles and when we sign a contract we have to cite the ap- 
propriate symbol showing the money was appropriated for that title. 

Now let us say that we buy an aircraft and it takes 2 years to get 
it: When we make the initial contract, we cite the title in which the 
money was appropriated at that particular time. Two years later, 
if conditions have changed and we want to deliver that aircraft, 
instead of, say, to title I, to title II, we have the administrative job 
of correcting every transaction connected with every item. And it 
is administratively impossible to do that. 

Now in what you propose here, if I understand it correctly, it has 
the same administrative impossibility of carrying an item Sai the 
day we decide to buy it until delivery against a given symbol, and 
if what you propose, as I understand, is that it be by country, it would 
be even worse. 

Now the Congress, as I understand it, exercises its control over what 
we do by giving us a monetary ceiling for every area and we account 
to you for what money we spend in that area and tell you where the 
product that that money bought went—to what country. But | beg 
of you that we are not put in the position of accounting, in the hun- 
dreds of thousands of individual entries, by country in our purchasing 
and delivery operations. It simply becomes an impossibility. 

It is in no way intended not to give you any information we can 

ive, We can tell you by area, the same as the money is appropriated, 
But we cannot do it by country. 


I thought it appropriate to point out the administrative burden 
placed on us when we get into this kind of operation. 

Mr. O'Hara. May I add one little thought on that? We have right 
in this area an example of the kind of difficulty that we have under this 
present accounting system. In all good faith, in trying 


to protect the best interests of the United States and give the best per- 
formance under the program, in some aircraft contracts that relate to 
the production of aircraft for Greece and Turkey, that is, under title 
II, one separate appropriation—certain that we originally 
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planned in the Air Force plan to Greece and Turkey, were contracted 
for, the contracts were made and those particular aircraft now are 
destined to go to Europe—to France and Belgium, under title I, an- 
other appropriation. Because one type, which has a standard supply 
system that is quite different from the other aircraft, is being con- 
centratad in Greece and Turkey. In making a switch of those aircraft 
our thought is that supply will be more readily maintained, so that 
their own internal logistic problems can be made readily solved, and 
a higher efficiency in the operation of aircraft can be had. There we 
have a switch in obligations and even of some expenditures and 
rogress payments already made under the appropriations—to what is 
veing charged for actual delivery. The actual items being delivered 
are the same number of aircraft between the two countries, with the 
same quantity of items going to each of the countries as in the original 
rogram. 

Now the bookkeeping changes involved in making that adjustment 
just have not been made. We expect to clear it up at the time all the 
deliveries have been made, by waking a complete bookkeeping switch 
at that time. But, in the meantime, we have proposed that it be con- 
sidered that a more accurate and more sensible method for our ac- 
counting to Congress for those funds be considered, and that we be 
given a world-wide appropriation but be held strictly to account for 
the value of goods delivered by areas. That is the pattern of the 
authorized legislation and we ask that the appropriation proposed 
be set up that way. 

Mr. Weiss drones Well, it is almost impossible for this committee 
to act intelligently unless it can tell what unobligated balances there 
are at the end of a fiscal year. The Department of Defense came up 
here in February, I think, and made an estimate of unobligated 
balances at the end of June, and it proved to be about $5 billion out of 
the way. Now we are told in this field that it is impossible to tell us 
what the unobligated balances are by country. The general (General 
Stewart) said something about being able to do that by area. 

Mr. O’Hara. That is correct. 

Mr. Wicetesworrn. Just what does that mean ? 

General Srewarr. Exactly the way the money is appropriated. You 
appropriate for title I, which is the European area. We can tell you 
every cent of that which has been obligated and expended. We can 
tell you for the Middle East, title II. But we cannot tell you how 
eidh is obligated against Luxembourg, because it was not obligated 
in that manner. 

Mr. WiccteswortH. Can you give us specifically, say, as of June 
30 last, the unobligated balances by area? 

General Stewart. We will be able to do it in time; we cannot do it 
at this minute, because the records are not in—the final records. 

Mr. Wiceieswortu. What is the latest date you could give us that 
information ? 

General Stewart. May 31. 

Mr. Wiceteswortu. As of May 31, you can give us specifically for 
each area in this bill the unobligated funds? 

General Stewart. Yes, sir. 

Mr. O’Hara. The obligations, the unobligated funds, the expendi- 
tures, and the commitments. 

Mr. Gary. When will the June 30 records be available? 
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Mr. O’Hara. They will be completed early in August. 

Mr. Taser. They have been tellin ry us that by the 20th of the month 
they can give us a complete story of the obligations in your setup. I 
do not know why it is you would not be able to do it by the 20th of 
July. It may be you won't, but I do not understand why not. 

Mr. Strassen. Because the obligation records come in from a very 
wide range of places and there is always quite a lag. Whether there 
is any way of getting it in by simply getting estimates, I do not know. 

Mr. O'Hara. We tried that and made an awful set of fools out of 
ourselves by trying to get advance estimates. We got estimates based 
on field estimates of what they thought they had signed, but later 
found did not appear in the record. We can get that kind of infor- 
mation under forced draft, but you won’t have honest reports because 
they just never turn out to agree with the final accounting we have. 

Mr. Wieeirsworrn. I think such a table as you suggest as of May 
31, by area, will at least give us something. 

Mr. O'Hara. By area‘ 

Mr. Wicertesworrn. By area and by category. 

Mr. Gary. And I wonder, for just what it is worth, if you could 
estimate it as of June 30? 

Mr. Liorp. We have done that. The estimates are in this book. 

Mr. Gary. That is as close an estimate as you can get ? 

Mr. Lioyp. Yes, sir. 

(Discussion off the record). 

Mr. Srassen. We will get a table up and get the best estimate we 
can on June and add it on. There is no question that there is a lot 
of unobligated money. That is very clear and has been clear all 
the time. 

Mr. Wicccesworrn. I think it might be helpful if we had a table 
by country which would show, by major item, first, the present FOA 
objective, by number and cost; second, the total delivered through 
June 30, 1954, by number and cost; third, the consumption through 
June 30, 1954, by number and cost; fourth, the number on hand as 
of June 30, 1954, by number and cost and, finally, the balance now 
sought by number and cost. 

Mr. Taner. That first item ought to be what the present objective 
of FOA is, rather than the military objective. 

Mr. Wiceieswortru. That is right. 

Mr. Taner. And as to what these countries have on hand. If you 

yut it the other way, you are apt to get enlarged figures. It ought to 
be the present objective that you have for those countries. 

Mr. Strassen. Through the 1955 program, you mean ? 

Mr. Taper. Yes. 

(Discussion off the record.) 


Disrripurion or 1955 Program 
INDIA 


Mr. Strassen. Going back to page 2, the next after Greece is India. 
There is no military program in India, but we do have a development 
assistance and technical cooperation program there that is quite 
extensive. 

Mr, Taser. It has increased quite considerably, too? 

Mr. Strassen. Yes. 

Mr. Taper. That, frankly, did bother me considerably. In India, 
you have $85 million. 
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Mr. Srassen. For development assistance, and $19.5 million for 
technical cooperation. We intend to furnish that $85 million in part 
through agricultural products—surpluses—and in part as a loan, 
rather than a grant. 

Mr. Taser. As I remember the figures, that is an increase of forty 
or fifty million dollars above the current year. 

Mr. Srassen. No. It is $87 million this year, I believe. It is a lit- 
tle increase. If you will look under the yellow tab, you will get the 
India story. It is $87 million this year. You see, in 1953, it was $45 
million; in 1954, $87 million, and in 1955, $104 million. 

Mr. Gary. For what is that $85 million ? 

Mr. Srassen. The $85 million is partly for agricultural products, 
partly machinery and partly industrial raw material. 

Mr. Gary. You mean, when you say agricultural products, that we 
are going to send them some of our surpluses 

Mr. Srassen. That is right. 

Mr. Gary. $10.5 million is for agricultural products. 

Mr. Forp. Is India up to date on its contribution to their 5-year 
program ? 

Mr. Srassen. Item No. 8 is “Maintenance of essential supply.” 
That will be agricultural products. If you will look under “Develop- 
ment assistance for 1955,” it shows $85 million, of which $10.5 million 
would be for their own agriculture and natural resources ; $3.5 million 
for health and sanitation; $15 million for transportation, communica- 
tions, and power; $16 million for industry, mining, and labor, and 
item 8 “Maintenance of essential supply,” is where we would put in 
our agricultural items. Those items “industry, mining, and labor” 
and “transportation, communications, and power” we would put in on 
a loan basis, instead of a grant. The money on health and sanitation 
we would grant to them. We are not sure vet how we would handle 
agriculture and natural resources, $10.5 million—whether those will 
be part agricultural surplus, part loan and part grant. 

Mr. Wicerrsworrn. Does this include bulldozers? 

Mr. Strassen. It could. 

Mr. WieGieswortu. Well, a colleague of mine asked me to call your 
attention to an article in the Washington Star which is headed “Bull- 
dozer Know-How at $460,000. Uncle Sam Gives India That Sum 
To Help Teach 80 Persons How To Operate Construction Machines.” 

Mr. Taper. $5,000 a head. 

Mr. Wieetrsworrn. It says, “By a little simple arithmetic includ- 
ing $294,420 which India is apparently going to contribute, it works 
out at $9,430 to train each of the 80 operators.” 

Mr. Stassen. That story was called to my attention. It is a false 
story. I think it was originally written by a reporter for the Chicago 
Tribune and is just not true. There is no such business. 

We do have a project in which we train them how to operate, 
maintain, and repair bulldozers; because if you send them tractors 
and bulldozers and they do not know how to take care of them, they 
are soon on the junk heap; therefore it includes the furnishing of the 
machinery itself and they have a continuing school. I can furnish 
you the details of it, but actually the cost of training the technicians 
is comparatively small. 

Mr. Forp. Would it not be well to have a refutation of that in the 
record ? 
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Mr. Srassen. Very well. We have seen the story before and we 
will put a refutation in here in specific terms. It was not entirely 
a false story; I mean it had a grain of truth in that we did have 
a yoouram in India and did have in that program bulldozers and 
everything else. 


(The information requested is as follows :) 


STATEMENT OF HEAVY EQuIPMENT TRAINING IN INDIA 


The purpose of the project is to help insure that heavy earth-moving and other 
construction equipment purchased by the Government of India or by United 
States funds under the FOA program will be properly operated and maintained in 
future years. The Government of India has undertaken numerous river-valley- 
development projects—both large and smal!—in order to utilize more fully its 
water resources for agricultural and industrial development. A large quantity 
of complicated and costly equipment, such as dumpers, tractors, shovels, graders, 
and crushers, is now in use on the construction of these projects. Although there 
are many Indians experienced and skilled in the operation of heavy construction 
equipment, there has been no regular training program to provide for the greatly 
increased need for skilled personnel to operate and maintain the equipment. 

This project will be coordinated with Operational Agreement No. 11 under 
which FOA is supplying a limited amount of construction equipment for certain 
river-valley-development projects. 

Two training centers are to be established under this project at river-valley 
projects now underway, one at Hirakud in the State of Orissa and the other at 
the Chamba] in the State of Rajasthan. Each center will be designed to train at 
least 40 operators and mechanics a year on a continuing basis. Upon completion 
of the course, the graduates are to be placed in positions where their training 
can be most effectively used. To assure that the centers function properly, the 
training activities are to be conducted jointly by the Government of India and 
FOA for the first year and thereafter will be continued by the Indian Government. 

FOA will contribute equipment and supplies to the project as well as technical 
assistance in getting the program launched. Under Operational Agreement No. 
19, FOA has agreed to make $460,000 available to purchase such necessary items 
as a diesel-operated power shovel, a bulldozer, a motorized scraper, a towed 
seraper, three dumpers, a motorized grader, a workshop truck, and mounted 
servicing equipment for each center. FOA will also provide technicians for some 
of the instruction. The Government of India has agreed to contribute Rs, 1,402,- 
000 (equivalent to about $294,420). 

Operational Agreement No. 19 is the outcome of more than 2 years’ discussions, 
wherein our technical cooperation mission has been ecouraging the Government 
of India to undertake a training program in order to make more effective use 
of their heavy construction equipment. 

Almost every visitor to India, interested in the joint Indo-American technical 
cooperation program, has heartily endorsed such a program on the basis that 
there is a real need for training in the operation and maintenance of heavy 
equipment. As you can see, over a period of years the training program will 
contribute significantly toward expediting the construction schedules on India’s 
river valley and other important development projects. And these projects, 
in turn, contribute toward the objectives of United States technical cooperation 
in India—increased agricultural production and industrial development to make 
India a strong, democratic nation. 

It is not clear how the Tribune figure of $9,430 as the cost per trainee was 
arrived at; it bears no relation to the project or any figures available in FOA. 
If it was computed by dividing the cost of equipment by the number of first-year 
trainees, it is incorrect and misleading because the equipment will be used for 
many years in the training of several hundred Indian operators. 


Mr. Forp. How is the contribution of India itself to its 5-year plan 
progressing‘ Are they up to date in their share of this? 

Mr. Srassen. Yes. As a matter of fact, some parts of their 5-year 
plan are ahead of schedule. 

Mr. Forno. How much were we to contribute to that program ? 

Mr. Strassen. No set amount. If you will turn to page 182, you 
will see the measure of India’s contribution to the program is its total 
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budget for the plan. Its budget amounts to $4,710 million, and India 
thus far has paid in $1,810 million out of total expenditures of $1,980 
million. So that our contribution to their plan will be approximately 
10 percent. 

Mr. Forp. According to those figures, the last 2 years of the plan 
they will have to step up their participation, will they not ¢ 

Mr. Srassen. That is right. Their taxes are beginning to bring 
in more money and they are putting more money into the develop- 
ment of their own country, and under this recommendation we are 
putting in about 10 percent of their development plan. And we are 
putting it in partly in the form of agricultural surplus commodities, 
partly in the form of machinery manufactured in the United States, 
and partly in the form of industrial raw materials. 


IRAN 


The next is Iran. You know the story there. We are working 
on that oil settlement. If we can get an oil settlement, we ought to 
be able to end the aid program, except for technical cooperation, as 
soon as the oil begins to bring in revenue. 

Mr. Taner. When the oil industry is operating, those people have 
enough coming in to develop their own country. 

Mr. Srassen. That is right. 

Mr. Taner. Both Iran and Iraq? 

Mr. Strassen. That is right. 


TRAQ 


In Iraq we are putting in $2 million worth of technical coopera- 
tion—$2,200,000—mostly in education and land reclamation. 


ISRAEL 


In Israel we are recommending funds for economic aid, which, 
as you see, are on a descending scale, and $1,400,000 for technical 
cooperation. 

Mr. Taner. Are those people working in that place? 

Mr. Srassen. In Israel, yes; they work hard. They have some diffi- 
culty eg | to farmwork; they do not seem to take to farmwork 
very well. But in textile industries which they have put in, and things 
like that, they work hard and are really an industrious people. 

Mr. Taser. It has a rather heavy population per square mile? 

Mr. Srassen. Yes, it has. 

Mr. Taper. And their agricultural land does not amount to much— 
only 20 percent. 

Mr. Srassen. That is right. There are some very good orchards 
there; they are exporting oranges and other citrus fruits, and they 
have a tremendous spirit. They are just determined that they are 
going to make that country succeed. . 

Mr. Taser. You would think if they have that they would have a 
better attitude toward a country like the United States which is doing 
so much for them. 

Mr. Srassen. I must say that when the Secretary of State and I 
— nee the country, the people out on the streets were very 

riendly. 
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Mr. Taser. The heads of the state were very bumptious and can- 
tankerous so far as the United States goes when some folks on this 
committee stopped in Israel. 

Mr. Srassen. I am sorry to hear that. 

Mr. Taser. We did not appear to advantage at all. They found 
all sorts of machinery strewn alongside of the roads that had never 
been used, that had been sent over there by us. I do not know why we 
sent it. 

Mr. Srassen. I think that machinery along the road goes some 
years back and was damaged in the war that was fought there. 
[ am not sure which road it was. If we can find out which road it 
is, we will have it inspected and find out. But if it is on the road 
from Jerusalem to Tel Aviv, it is a lot of machinery that was damaged 
in the war and they pulled it off of the road and allowed it to rust, 
as it was not worth repairing. 

(Discussion off the record.) 

Mr. Srassen. Of course, there is one thing about it: if anyone goes 
in and starts to lecture them on how the Arabs should be treated, he 
will get some very rough treatment in response. There is nothing 
that causes them to be more incensed than having anyone try to tell 
them what to do about the Arabs. 

And that goes vice versa. If you go over to the Arab country and 
tell them they ought to be more friendly to Israel, they will invite you 
to leave the country. The feeling is very intense. 


NEPAL 


In Nepal, a little country on up around the Himalayan Mountains— 
the border between India and Tibet—is where the Mount Everest 
climbers started from. We have a small program in there, $780,000. 


PAKISTAN 


In Pakistan, we have $20 million of defense support and $6,700,- 
000 for technical cooperation. We intend also to help them develop 
their civil air service, to teach them more about air transportation, so 
they can travel around their own country better—and it will also fa- 
cilitate the kind of evolvement that took place in Turkey. 

One thing I want to call your attention to in Pakistan is that there 
is no appropriation request under military assistance for Pakistan, 
because we have carryover money. We are going to go forward with 
the military assistance program. If it goes well, I suppose we might 
transfer a little more in there, but we are not asking for any more 
money. 

Mr. Gary. How much money is the carryover? 

Mr. Srassen. There is about $20 million carryover. 

General Stewart. We had a program of $29,500,000; that is the 
recommended amount in the service program. 

Mr. Gary. You say you have $20 million? 

Mr. Strassen. We have $20 million carryover. That is why we may 
have to reprogram and transfer a little in there, or price it out and see 
what comes to. Is that about it? 

General Srewarr. Yes. There was some money for the Middle 
East that was not used. This is part of that money. We have the 
money all right. 
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TECHNICAL COOPERATION PROGRAM IN SAUDI ARABIA 


Mr. Srassen. In Saudi Arabia, they have a lot of oil revenue. We 
just have a small technical cooperation program there. 


SYRIA 


Syria is another matter of developing the land. Syria has a lot 
of land; it does not have a very heavy population. It has some very 
fine river valleys. And if we can help the Syrians develop Syria, 
they can take care of part of the Palestine refugees. There are 
900,000 Arab refugees in those camps—practically a million. 

Mr. Forp. Is the population increasing or decreasing 

Mr. Srassen. It is increasing. There are more births than there 
are deaths. 

In Turkey, you notice we have all types of programs. 


DEPENDENT OVERSEAS TERRITORIES 


Then you have dependent overseas territories, funds for develop- 
ment assistance, and $5.4 million for technical cooperation. That is 
principally Africa. 


UNDISTRIBUTED BY COUNTRY 


Next is undistributed by country. That is a similar type of item 
to what we looked at before—the kind of things that do not apply to 
a specific country. 

hen there is the United Nations Relief and Works Agency. That 
is Palestine refugees and there we are not asking for an appropri- 
ation. 

Summarizing, you can see the Near East, Africa, and South Asia 
program in total is $569 million, and the major items within the total 
are Turkey, $157.6 million, and India with $104.5 million. 


INDIA 


Mr. Taser. As to the Indian people, the reports we got from them 
were very bad. On top of that, the reports we got from everybody that 
we have had occasion to talk to who has been over there indicate the 
condition of the country is worse than it was when Nero took over; 
the streets are dirty and the population is less well fed, and all that. 

Mr. Srassen. Our information would not sustain that latter part. 
We agree that the standard of living is very, very low. You can find 
great numbers of people in bad health in the metropolitan areas. On 
the other hand, our information is that they are better fed than they 
were a few years ago. They are beginning to raise more food them- 
selves and the wheat the United States sent in there has expanded 
their per capita calory availability and they are a bit better fed than 
they were before. 

There is no question that their standard of living is very low. I 
would also say, though, our information is they are better fed now 
than the people of Communist China, and that is an important con- 
sideration. There is more disruption of the food supply in China 
than there is in India. 
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Mr. Gary. Are the monkeys still running wild ¢ 

Mr. Strassen. The monkeys are still numerous and the cattle are 
overpopulated in India. Those two problems are still there. 

Mr. Gary. What about the caste system in India now / 

Mr. Srassen. That seems to be decreasing. The division between 
‘astes is gradually working out. 

From my recollection of the figures, they have more cattle in India 
than we have in the United States. 

Mr. Taner. They won't kill them off, will they ¢ 

Mr. Srassen. That is right. Cattle are sacred. 

Mr. Srassen. To give you some indication, the area of India is 
1,177,000 square miles, and the population is 363 million. There is a 
density of 307 per square mile and the annual population growth is 
1.4 percent: the agricultural land is 40 percent of the area; the main 
crops are cotton, jute, rice, wheat, sorghum, pulses, peanuts, corn, 
millet, tea, and barley. The main industries are jute products, cot- 
ton goods, cement, sugar, and steel. Their per capita gross national 
product is about $73 per person per year gross product. That com- 
pares, as I remember the last United States figures, with $2,500 and 
some. That gives you some idea of the kind of country they have. 
The average life expectancy is 32 years. 

Mr. Gary. As contrasted with around 70 in this country ¢ 

Mr. Strassen. There are 116 deaths per thousand of live births. 
That is the infant mortality rate. 

There are 32 hospital beds for each 100,000 people, there. 

Mr. Gary. What about the tracoma situation / 

Mr. Srassen. It is very extensive, but I do not seem to have a sta- 
tistic here specifically. 

On the other hand, India has deposits of coal, iron, rare earths, and 
other minerals. It produces 25 percent of the free world’s output of 
manganese, 65 percent of the production of mica, 75 percent of the 
world’s production of shellac. 

I do not seem to have a figure on the number of cattle. That is an 
interesting subject, and we will check the figure, but my recollection 
is that there are a few more cattle in India than there are in the United 
States. 

Mr. Taser. Are the cattle well fed? 

Mr. Strassen. No, sir; they are not. The area is overgrazed, which 
causes dust through the valleys and the cattle are thin. 

Mr. Gary. Are they Brahmin cattle? 

Mr. Strassen. They are mostly Brahmin and Red Sindias. 


FAR EAST AND THE PACTFIC 


The Far East is the area which represents one-half of the worldwide 
request, and you will notice there on the right-hand side of page 2 that 
the amount is $1,761 million. It represents our most intense problem 
in the world picture. 

You are very well familiar with Formosa. They have a very sizable 
armed force there, and they are developing a jet air force, and some 
Navy establishment. 

( Discussion off the record.) 

This program is still labeled here “Indochina,” but it really should 
be “Southeast Asia.” 
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Mr. Taper. While we are on Formosa, most of those things are 
items of request or items that no one can have any judgment on except 
by having something to see as to actually what might have been obli- 

ated, and the failure to produce the obligations by country shows the 
+ saat which it does to our ability to make a proper evaluation of this 
picture. That situation is pretty well illustrated by that fact, and we 
cannot tell anything about such things as these without having some- 
thing like that which gives us firm ground on which to stand. There 
has been too much guesswork about this whole thing so far, and I 
do not know, but maybe I have contributed to it by going along with 
some of it, but I do not like that approach. 

I wish we could get a firm basis for the approach to this thing. 

Mr. Srassen. You will notice on page 267 what it is that is to be 
shipped to Formosa out of the previous funding. 

( Discussion off the record.) 

We also have an expanded naval patrol craft program, and other 
minor vessels, and a considerable quantity of artillery and ammu- 
nition. That is shown on page 267. 


INDOCHINA 


Now, coming back to page 2 on the Indochina situation, which 
becomes really southeast Asia-Far East—Indochina now is a mis- 
nomer—under the law the way the House passed it, it should be 
“Southeast Asia-Far East,” and that is the way we are recommending 
it to the Senate. 

There is $308.1 million worth of hardware, $800 million for direct 
forces support, and $21.5 million for defense support; $5.5 million 
for technical assistance, for a total of $1,133,100,000. 

Mr. Taser. How much have you actually used this year in that 
program 

Mr. Strassen. Do you mean expended? 

Mr. Taper. Yes: on this Indochina situation. 

Mr. Srassen. Not very much. We have established a very strict 
accounting rule for the French covering the data that they must 
submit on each of their own expenditures. We have an auditing team 
in Paris, and another United States auditing team in Saigon which 
looks over these figures. On the 30th of June we had paid out to the 
French only about $96 million. We had also established a revolving 
fund for them of about $80 million. 

Mr. Taser. You established a revolving fund of $80 million? 

Mr. Stassen. Yes, sir. 

Mr. Taner. Overall, that would be just about $200 million, or a lit- 
tle over? 

Mr. Sassen. No; we only replenish the $80 million as they come in 
with their expenditures. So, the $96 million is not a duplication of 
the $80 million, but we only started them in business. 

Mr. Taser. It is tied up? 

Mr. Strassen. Yes, sir. 

Mr, Taser. The whole thing is tied up, and that would amount to 
approximately $200 million ? 

Mr. Strassen. Off the record. 

( Discussion off the record). 
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Mr. Taser. That means you are asking for $4,135 million, whereas, 
this current year you actually will have paid out probably not over 
$200 million after you complete the liquidation of your obligations 

Mr. Strassen. Well, you understand that is only on the force support 
part of it. We have paid out also for United States end items, per- 
haps another $300 or $400 million on that part of it. 

Mr. Taser. You have paid out as much as that 

Mr. Strassen. Yes: on United States end items. 

It is very substantial. 

Mr. Taner. Well, then, that would mean approximately $600 mil- 
lion 

Mr. Strassen. You will recall that we put in those extra airplanes. 

Mr. Taner. Yes; and I remember that. 

Mr. Strassen. They are very slow in submitting their bills. 

(Discussion off the record.) 

Mr. Taner. One would suppose that people as hard up as that 
would be pretty prompt. 

Mr. STAssen. Well, you would think that they would be, but they 
are not. However, it is really pretty hard to tell how that situation 
will wind up. 

(Discussion off the record.) 

Mr. Taser. I am wondering whether or not you would be able to 
spend any more money than you would have spent for 1954, effectively, 
over in that part of the world. 

Mr. Strassen. It is very hard to tell what might happen there, as 
to how you might use it. (Discussion off the record. ) : 

Mr. Setiennere, The Philippines are covered under another 
tab, are they not? 

Mr. Srassen. You see, if you have an area flexibility, and if the 
Indochina situation deteriorates, then you try to build the second line 
beyond it. 

r. WigGLeswortH. | see you have separate schedules here for both 
the Philippines and Thailand. 

Mr. Srassen. Yes, sir; but what you see there is simply for the 
small internal security requirements. 

In the Philippines, we want to equip the battalions which were used 
to clean the Huks out of the mountains, and to develop internal secu- 
rity. There is not much there in the way of any offensive force. 

Mr. Taser. In Indonesia you do not seem to have much scheduled 
there. 

Mr. Strassen. No, sir; we only have technical cooperation there. 


KOREA 


Mr. Taper. You have a large item for Korea. 

Mr. Strassen. Yes; that, of course, is one of our most important 
programs. I think it is going to be one of our most successful pro- 
xrams. I feel that if we follow through on the strict lines we are 
ollowing now, that within 5 years the people of Korea will have the 
highest standard of living in Asia, and principally because they 
worked hard. They are just determined to ba : ‘ 

When we get them well engineered on their public power, and their 
cement factory, and their glass factory, and their fertilizer program, 
and so forth, as well as their expanded textiles program, you will see 
quite a surprising result in Korea. 


Mr. Taper. Can they raise enough foodstuff to feed and clothe 
them ¢ 

Mr. Srassen. They are doing very well; they are actually exporting 
a little rice this year. 

Mr. Taner. They have enough to feed themselves? 

Mr. Srassen. Yes, sir. 

Mr. Gary. There is no technical assistance in that ecg 

Mr. Strassen. Yes; the technical assistance there is worked right in 
with the overall program. You see, in Korea we are running a coor- 
dinated program which includes what the various volunteer founda- 
tions are doing, and they are doing quite a bit, what UNKRA does, 
and what our own Armed Forces are doing. Our Armed Forces are 
really giving them a lot of technical assistance. 

The United States Engineer Corps is teaching them how to build 
roads, helping them rebuild their schools, and a lot of similar activi- 
ties. We haw assets there which are very different than the ordinary 
technical-assistance projects. They will have a better road system 
when we are through—and better built—than any country in Asia, 
because the United States engineers, as a part of our defense program, 
built a road system. 

Mr. Taser. How are their finances working out? 

Mr. Strassen. Well, their currency is functioning fairly well. It 
is rather inflated. There is a certain amount of black marketing go- 
ing on, but the currency is still a good medium of exchange, and it 
has not become so inflated that it has “ose to pieces. We feel that 
beginning this next year, it will gradually strengthen. 

r. Taper. The estimates geem to indicate a considerable increase 
in productien. 

Mr. Srassen. That is right. 

Mr. Taner. What is this coal figure in here of 866,000 tons? That 
would not go very far with that size population, would it? 

Mr. Srassen. We have got a policy problem here, Mr. Chairman, 
which I would like to mention to the committee. 

We have a sharp decrease in coal production in this country, and 
our coal people are looking for places to sell coal. They are not able 
to mine enough coal in Korea, in 1954, to meet their needs. Now 
there is a question of whether to ship coal all the way from the United 
States to Kevin; or whether to try to get it out there. You know, we 
always say that when we ship agricultural surplus commodities, it 
really is not costing us a full dollar. Well, of course, if we pay these 
dollars to pay the United States for coal, and we have unemployed 
miners, it really is not costing us the full dollar there, either. 

When we have an unused capacity in the United States, it sort of 
seems to us that it is a pretty good way to meet a need for aid. Of 
course, you cannot carry it too far, but we rather think we should 
ship some coal to Korea in 1955. 

Mr. Taser. I have been told that if they had a small briquette plant, 
they could take care of their troubles. 

Mr. Srassen. I think that by 1956, if they improve the coal mines 
and get in a briquetting plant—and another briquetting plant—and 
improve the railroad lines to the coal areas, then they will not need 
to import coal any more. 

However, in 1955, there does not seem to be any way of meeting the 
need for coal for Korea, because it is not only a qeustion of the coal 


ws 


45 


mines, but one of transportation to haul it out of the mining area into 
the city area. 

Mr. Fenton. Do they have very much coal there? 

Mr. Strassen. Not a lot of it, but they have a few moderately new 
deposits. It tends to be the kind of hard coal which forms a dust, 
and they have to briquette it. 

Mr. Taser. It is like the German hard coal / 

Mr. Srassen. Yes, sir; that is right; something like that. 

Mr. Taner. If there are no further questions on this particular item, 
the committee will recess until 10 o’clock tomorrow morning. 

Mr. Strassen. Mr. Chairman, if some of our presentation team may 
proceed tomorrow, the Senate Foreign Relations Committee has asked 
me to come over on the authorizing legislation tomorrow morning. 

Mr. Taner. That will be all right, and we will proceed with others 
in your agency on the presentation. 

Mr. Srassen. All right. They will be ready, and can go on 
through, and of course they are ready for a more intensive presenta- 
tion on each region and on each function. 

Mr. Taper. Perhaps you will be able to come back and be with us 
after you have completed your work in the Senate. 

Mr. Srassen. I will: I will be back a number of times, sir. I shall 
be back any time you need me, and I appreciate very much the 
thorough attention of the committee, and I realize the importance of 
the committee’s review. 


Tuurspay, July 8, 1954. 
TITLE I—MUTUAL DEFENSE ASSISTANCE 
Evrorr 
WITNESS 


HON. LIVINGSTON T. MERCHANT, ASSISTANT SECRETARY OF STATE 
FOR EUROPEAN AFFAIRS 


Mr. Wiceieswortn. The committee will come to order. 

We have Assistant Secretary of State, European Affairs, Mr. 
Merchant, with us this morning. I understand he has a short state- 
ment for the committee. 


GENERAL STATEMENT OF ASSISTANT SECRETARY OF STATE FOR 
European AFFAIRS 


Mr. Mercnant. Mr. Chairman, I will keep my remarks very brief. 
1 know that you are more interested in facts and figures than general 
statements. 

I am speaking in support of the European portion of the mutual 
security program. I do not need to repeat what I know has been said 
many times before, that in Western Europe the keystone of our 
defense program has been the North Atlantic Treaty Organization. 

General Stewart and Dr. FitzGerald will speak in detail on both 
the military and defense support aspects of the program. 

I would like to say very quickly that the situation in Western 
Europe, from a political point of view, is encouraging in some re- 
spects, and in other respects less encouraging. 
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On the encouraging side, the military programs—which the end 
item components of this title support—are going along extremely well. 
The economic situation cemendiy in Europe has improved in the last 
year. As you have noted from the figures there were only three 
countries, or areas, for which any mutual defense support is re- 

uested—West Berlin, which is a western cause, and Yugoslavia and 
Spain, all three of which might be called special cases. 

Production in general throughout Western Europe has gone up in 
the last year, as have reserves, and in general the economic situation, 
I think, is a healthy and encouraging one. Payments under our OSP 
programs have of course contributed substantially to this improve- 
ment. 


DELAY IN RATIFICATION OF THE EUROPEAN DEFENSE COMMUNITY TREATY 


On the less encouraging side I would say the principal disturbing 
element in the situation has been the continued délay in the ratifica- 
tion of the European Defense Community Treaty. The treaty has 
been ratified, as Iam sure you gentlemen know, by 4 of the 6 partners, 
the Federal Republic of Germany, Luxembourg, Belgium, and the 
Netherlands. France and Italy have not yet acted, although we are 
hopeful the parliamentary process in these two countries will be 
completed before more than a comparatively few months have passed. 

The situation specifically with respect to the ratification in France 
is that Prime Minister Mendes-France, who came into office about 3 
weeks ago, is publicly committed to holding the French Assembly in 
session without recess for the summer until a decision is reached one 
way or the other on the question of the EDC. 

He is, however, committed, as a matter of prior commitment, to 
negotiate, or seek to negotiate, a settlement in Indochina, and he im- 
r»osed upon himself at the time of his investiture a month’s deadline 
in that regard. 

The concurrent development in Germany is one which gives us 
some concern in the sense that the continued delay in ratification by 
France and Italy of the EDC is giving rise to increased uneasiness, 
restlessness, and uncertainty on the part of the Germans. It is making 
a somewhat difficult political situation for Chancellor Adenauer, who 
has been firmly committed to the program of integration; and who has 
been a great and effective friend of the West. 

The return of the measure of sovereignty contemplated for Germany 
under the so-called contractual agreements, which is the companion 

iece to the European Defense Community Treaty, cannot be, I think, 
indefinitely delayed because of continued delays that occur on the 
part of both France and Italy in ratifying EDC. I feel strongly that 
in both countries the prospects for ratification of the EDC within a 
reasonable period are good. I believe that the problem is one of 
bringing the issue to a vote on the floor of the two Parliaments rather 
than one of any serious question as to the result of that vote when it 
comes to the floor. To that extent the French Premier’s commitment 
to see that Parliament acts definitively one way or the other on EDC 
in France is encouraging. 

Mr. WiccLeswortn. you mean that if that is brought to the floor 
of the French Parliament it will be ratified ? 
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Mr. Mercuant. That is my personal confidence. That really con- 
cludes all I have unless there are some specific questions on particular 
points. 

Mr. Wicetesworrnu. It is not quite clear to me what you said about 
the commitment to bring it to the floor of the French Parliament. 

Mr. Mercuanr. The new French Prime Minister, Mendes-France, 
when he took office, as one of the elements in his program said that he 
would see that the Assembly stayed in session and did not recess for 
the summer until it had answered yes or no on EDC. He did how- 
ever, have a prior commitment, you might say, in his investiture 
speech to the Assembly, that before June 20 he would undertake to 
negotiate an honorable settlement in Indochina. 

n consequence, the possibility exists that if he fails to reach an 
Indochina solution and is overthrown as a consequence, he would not 
be in office to bring the EDC Treaty to the vote, and the action then 
would be dependent upon his successor. 

Mr. Forp. I have noticed in the newspapers that Mendes-France 
has stated that he wanted to negotiate certain changes in EDC. If 
it is necessary to negotiate those changes, does that require sub- 
sequent reconfirmation by the four nations which have already acted 
upon EDC? 

Mr. MercHant. May | go off the record a minute on this / 

Mr. Wiee.esworrn. Off the record. 

(Discussion off the record.) 

Mr. Forp. We have not heard too much about the timing when 
Italy would take such action, if they do. You anticipate that some- 
time this summer France might, but what is the situation as far as 
Italy is concerned ¢ 

Mr. Mercuant. The situation in Italy is that the Parliament has 
voted, either yesterday or the day before, to recess for the summer 
on July 22, and they will return about the middle of September. The 
bill which would accomplish the ratification of EDC is in the Foreign 
Affairs Committee. It has not been reported out for debate, and 
there is a very real question—I would say a very serious doubt—as to 
whether it could be reported out and voted on before July 22. There 
are some revenue bills ahead of it and it looks as though EDC con- 
sideration will have to go over to the fall resumption of the Parlia- 
ment. I think, however, that the question of Italy’s ratification would 
follow rapidly on French action, and I think it might well be possible 
for the Italian Parliament to cut a good many procedural corners, 
if they saw before the end of this month, say, the French Parliament 
moving to a showdown on it. 

Mr. Forp. What are the several things that Mendes-France wants 
to negotiate? 

Mr. Mercuan'. Off the record. 

(Discussion off the record.) 

Mr. Gary. Off the record. 

(Discussion off the record.) 


INDEPENDENCE OF IRELAND 


Mr. Roonry. Mr. Merchant, I am cone Oa to ask the — I 
am about to put to you by an editorial from the Boston Traveler, which 
was inserted in this morning’s Congressional Record by the distin- 
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guished gentleman from Massachusetts, Mr. MeCormack, It appears 
that under the terms of the joint statement that President Eisenhower 
agreed upon with Mr. Churchill, there was included the following: 


We uphold the principle of self-government and will earnestly strive by every 
peaceful means to secure the independence of all countries whose peoples desire 
and are capable of sustaining an independent existence. 

How do you jibe this with the situation in Ireland é 

Mr. Mercnanr. That is a question, sir, that you and I have dis- 
cussed before. 

Mr. Roonry. Yes; 1 wonder if you are as well informed on it this 
morning as you have been on previous occasions. 

Mr. Mercuanv. I think the position with respect to Lreland is that 
we are on extremely friendly terms with both countries, the United 
Kingdom and Eire. The question of their border we feel is one for the 
two of them to consider, and we do not feel that it is a matter in which 
we, as a government, can usefully intervene. 

Mr. Rooney. Then this joint statement does not mean anything, 
would that be a fair interpretation of your answer? 

Mr. Mercuanr. No, a do not think that statement is inconsistent. 

Mr. Rooney. You know that the people of all Ireland, of the 32 
counties in Ireland, want to be independent of Great Britain. You 
know that to be a fact, do you not? 

Mr. Mercuanr. I do not know of my own knowledge, sir. 

Mr. Roonry. Then apparently the situation is no different than it 
has been in the past. 

Mr. Taner. Thank you, Mr. Secretary. 


ECONOMIC CONDITIONS IN) EUROPE 


Dr. FirzGeratp. I have no written statement. I can cover the 
European economic situation very briefly. I will refer to the charts 
on page 21 of the large book which I think summarizes the situation 
in the compass of one page. 

Industrial production in Europe during the last calendar year, 1953, 
has increased, after leveling off in 1951 and 1952, and as you will note 
from the right-hand side of this chart, for the first 4 months of this 
current calendar year it has been running at several points, 4 or 5 
points, higher than the level of 1953, which you will note is a record 
for Western Europe. 

Concomitant with the increase in industrial production, particu- 
larly last year, a sharp increase has taken place in agricultural pro- 
duction due primarily to unusually good weather conditions. 

The improvement in economic conditions generally in Western Eu- 
rope—there are some exceptions, France is fairly stagnant and Bel- 
gium has been in somewhat of a recession during the last 12 or 15 
months—has resulted, on the one hand, in the increase in gold or 
short-term dollar assets illustrated in the righthand chart on the same 
page. Assets of European countries now are around $12 billion, which 
again is a postwar record, although in terms of price levels and volume 
of trade $12 billion of current assets of Western Europe is only about 
half of the prewar level. 
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Mr. Gary. What accounts for the situation in Belgium ‘ 

Dr. FrrzGeravp. Mr. Gary, I think two conditions account for the 
situation in Belgium. First, during the early postwar years Belgium 
was in a very favorable position because its industrial plant had not 
been badly disturbed by the war, as was the case with the rest of 
Western Europe, and the tendency on the part of Belgium's producers 
and entrepreneurs generally was to take advantage of the market, 
yarticularly in heavy products including steel, rather than moderniz- 
ing and improving existing plants. Belgium, with the change from a 
seller's market to a buyer's market, has had difficulty in competing, 
particularly in the steel industry. 

Another important reason for leveling off in Belgium’s industrial 
activity has been that the cotton textile industry has been rather 
depressed, and Belgium relies rather heavily on the export of cotton 
textiles. 

Generally improved conditions in Western Europe have resulted, 
among other things, ina very rapid decline in nonmilitary aid, as indi- 
cated on the chart on this same page which shows how steadily the 
assistance is being reduced. 

The proposals for the fiscal year 1955 are shown in detail on page 
23 of the same book. 


DEFENSE EXPENDITURES OF NATO COUNTRIES AND WESTERN GERMANY 


As one result of the continuing improvement in economic conditions 
in Western Europe, and of our continued concern about the ability of 
Western Europe to defend itself in the event of aggression, I call your 
attention to the defense expenditure estimates for Western European 
countries (NATO countries and Germany) which are shown in the 
center chart on page 21. 

Defense expenditures have steadily increased from 1950, 

Mr. Taper. Do you mean the charge against us? 

Dr. FrrzGeratp. These are expenditures by the European countries 
themselves, Mr. Taber. 

Their expenditures in the fiscal year 1954 amounted to $13.6 bil- 
lion, slightly increased over the fiscal year 1953 of $13.3 billion, and 
you will see they more than doubled expenditures since 1950 and 1951. 

The estimated expenditures for fiscal year 1955 show a still further 
increase to something over $15 billion. You will note that most of 
that increase over the fiscal year 1954 is predicated upon an expansion, 
of the expenditures in Germany. Those are contingent at least partly 
on the ratification of EDC. 

Mr. Wiceieswortrnu. Does that mean it is contemplated Germany 
will put in $3 billion of its own money in 1955? 

Dr. FirzGeratp, About $3.2 billion would be our estimate. 

Mr. Wiceiesworrnh. And the balance of roughly $12 billion is to 
be put in by those NATO countries which are within the European 
area / 

Dr, FirzGeraLp. That is correct, sir. 

The largest contributing country, of course, is the United Kingdom, 
which in the fiscal year 1954 had a military expenditure of $4.9 billion 
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equivalent, and which we estimate will have expenditures of $5.2 bil- 
lion approximately in the fiseal year 1955. 

The details of British defense expenditures are shown on page 111. 

Mr. Taser. Now, on the German picture: Does that mean Germany, 
in the last few years, has been spending money on defense activities 
themselves ? 

Dr. FirzGrravp. Those expenditures have been occupation costs 
primarily and, as a consequence, they have the effect of correspond- 
ingly reducing the dollar cost which the United States would other- 
wise have incurred. 

Mr. Taner. But Germany has not been manufacturing arms or 
building airfields for itself, or anything of that character, has it / 

Dr. FrrzGeravp. That is correct, sir. 

Mr. Taner. I do not see why that should be put in as an item that 
represented military expenditures. 

Dr. FrrzGeraip, The expenditures that the German Republic is now 
making for support of United States, United Kingdom, and other 
troops in Germany does constitute, on the part of that republic, an 
expenditure for military purposes—an expenditure which has the 
effect of saving dollars to the Kinited States, pounds for the British 
and other local currencies for other occupying armies. When EDC 
is ratified and Germany becomes an active partner in building up 
European defense, part of the expenditures now being made for the 
support of these armies will be used directly for purposes you have 
suggested, Congressman Taber. It is expected for the first year or 
two, at least, until German expenditures directly increase to $3 billion 
or more, the other allies will continue to get some support from the 
German economy for the forces they have in Germany. 

Mr. Wigeieswortn. Are these expenditures the full expenditures 
for defense in each instance of the VATO countries involved ? 

Dr. FrrzGeravp, Yes, sir. 

Mr. Wieeteswortn. They are not merely NATO expenditures by 
NATO countries? 

Dr. FrrzGeratp. They are full expenditures by NATO countries. 

Mr. Forp. This added increment for Germany contemplated by 
the chart for fiscal 1955 is something different from what has been 
the case in the preceding fiscal year. In other words, they are going 
to give us something over and above what they have contributed in 
the way of aid and assistance to the occupying forces? 

Dr. FrrzGerau. They would upon ratification of EDC be imme- 
diately authorized to and would begin the direct buildup of militar 
forces, recruiting troops, training, partially supplying them wit 
equipment, with maintenance, beginning the construction of militar 
facilities, and so forth, with the major part of the $3.2 billion whic 
we estimate the German economy could contribute to the defense of 
Western Europe during the 1955 fiscal year. 

Mr. Forp. Does the ratification of EDC contemplate that Germany 
would no longer make contributions to any occupying forces 

Dr. FrrzGrratp. Immediately after ratification, it would be antic- 
ipated that Germany would continue to make some contribution to 
the maintenance of our and other forces in Western Germany, until 
such time as its own expenditures could build up to levels that would 
represent the contribution that the German economy would make to 
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the joint defense effort. They cannot, in other words, sped over 
$3 billion in fiscal year 1955 on their own gases | establishments, 
since they will be starting substantially from scratch, and until such 
time as those expenditures reach the proposed level, it is contem- 
plated they will be available for other forces in Western Germany. 

Mr. Forp. In looking at the chart for fiscal year 1954, it appears 
that the West Germany contribution was about $2 billion, or slightly 
more. The contribution, as I recall, to our own Department of De- 
fense for services rendered was around $400 million in fiscal year 
1954, based on the hearings we had for the Army, Navy, and Air 
Force. Iam a little confused how that figure which was given to us 
compares with the figures which are indicated here. 

I appreciate Germany has made contributions to the other occupy- 
ing forces; but even if you multiply what we understood was thie 
contribution to the United States forees, some $400 million, by 3, 
it does not get up to the $2 billion plus. 

(Discussion off the record.) 

Dr. FrrzGrravp. Unless there are other questions, | would like to 
give briefly the situation with respect to econoinic conditions in West- 
ern Europe. 


FAVORABLE BALANCE OF PAYMENTS OF WESTERN EUROPE 


You might be interested in noting the chart in the middle of page 
21, showing the balance of payments of Western Europe, indi- 
cated that the major reason for the increase in gold and_ short- 
term dollar assets have been certain extraordinary receipts of dollars 
by Western Europe; that in the absence of those receipts, Western 
Europe would have run a dollar deficit ranging from $300 million to 
nearly $4 billion over the last 5 years. The extraordinary dollar 
receipts which are set forth in the lower part of that same chart are 
listed in detail on page 22. They consist, as you will see, of United 
States military expenditures which, excluding Greece and Turkey, 
are running just a Vittle over a billion dollars » year in NATO coun- 
tries; the receipts from offshore procurement contracts, which are 
estimated in fiscal 1955 as amounting to just under $900 million, and 
the receipts from defense support and a assistance—— 

Mr. Taper. On the French picture, does that cover our contributions 
in connection with Indochina ‘ 

Dr. FrezGrraup. Yes, sir; it does. The estimate of nearly S800 
million in fiscal 1955 reflects directly the dollar receipts by metropoli- 
tan France in connection with our assistance to the war in Indochina. 

Mr. Taper. The figures on Germany represent the cost of our 
maintenance of the troops and facilities we have in Germany, or con- 
tributions of some kind or another ¢ 

Dr. FrrzGrratp. Those are the cost of maintaining our troops in 
Germany, plus expenditures by our troops in Germany where they buy 
deutschemarks for expenditure in the Germany economy. 

Mr. Taser. That does not include items that we pay out, for in- 
stance, to our own troops for pay. 

Dr. FrrzGrraww. No. It reflects only part which the. troops in 
turn spend in Germany. 

Mr. Taner. This, then, is kind of a speculative table that is gotten 
up without too much of anything but an estimate, is it not / 
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Dr. FirzGeravp. In the case of United States military expendi- 
tures, it does include an estimate of the dollars which the troops spend 
in the countries listed. 

Mr. Taser. As I remember the French picture, it was difficult for me 
to see, after what Mr. Stassen told us yesterday, how they could be as 
high as $360 million. I do not know whether that is so, or not, but 
that is the way it looks. 


MILITARY ASSISTANCE PROGRAM IN UNITED KINGDOM 


In the case of the United Kingdom, is that the expenditures of our 
own setup there, or does that include some of the expenditures of the 
British 

Dr. FrrzGeravp. These are only the receipts that the countries 
listed, including the United Kingdom, receive as a result of United 
States military activities in the United Kingdom. 

Mr. Taser. You have $259 million there in the 1954 figure. I as- 
sume that means what we have paid to the United Kingdom for the 
part they have taken in the European defense setup ? 

Dr. FrrzGeratp. The $259.5 million shown here under “Defense 
support and other” represents primarily the dollar equivalent value 
of the commodities that we have furnished as our part of our assist- 
ance to the United Kingdom. 

As you know, when we develop a program with any one of these 
countries, we from time to time issue procurement authorizations 
which authorize the purchase in the United States of agreed commodi- 
ties. Those prodeecet +i are then purchased, usually by British pri- 
vate trade, and are shipped to the United Kingdom. This reflects 
the dollar value of the commodities that arrived in the United King- 
dom from the United States in the fiscal year 1954. 

The offshore procurement column represents—— 

Mr. Taser. I am looking at page 116 to see how it ties into the other 
thing, at the top figure. Is that the military assistance program only / 

Dr. FrrzGrratp. That is the military assistance program only. 

(Discussion off the record.) 

Dr. FrrzGeravp. If General Stewart could comment briefly on 
what is covered on page 116, I then will turn to the table here. They 
are not related; they do not cover the same thing at all. 

General Stewart. The figures on page 116 represent the value of 
the military program for the United Kingdom in fiscal year 1954. 
There is no particular relation to the other table at all. 

Dr. PeeGibiib. The table on page 22, Congressman Taber, rep- 
resents in some instances, as you previously indicated, estimates; but 
they are estimates of the dollars which the United Kingdom receives 
from three categories of United States expenditures in or for the 
United Kingdom. 

The first of those three categories is expenditures by the Department 
of Defense in the United Kingdom for maintenance of its troops and 
its equipment in the United Kingdom. The second category of extra- 
ordinary dollar receipts of the United Kingdom is for payment for 
military end item contracts placed in the United Kingdom for end 
items to be delivered to the Department of Defense. That is shown 
under the heading OSP. The “Defense support and other” column 
represents the dollar value of the defense-support assistance which we 
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have provided for the United Kingdom and other countries in the 
past and represents an estimate of the time at which the commodities 
so purchased are available to the United Kingdom and therefore con- 
stitute an asset, a receipt by the United Kingdom of dollar goods. 

This table does not have anything to do with the end items which 
are furnished to the United Kingdom, or training supplied the United 
Kingdom forces through the Department of Defense. 

(Discussion off the record.) 


GENERAL STATEMENT OF Dirrecror OF Orrice oF Minirary AssisTANCE 


General Strewarr. Mr. Chairman, I have the title of “Director of 
the Office of Military Assistance” and it is my assignment to admin- 
ister the military assistance program as actually developed and im- 
plemented by the three services. 

I have an unclassified general statement which, if the committee 
permits, I would like to turn over to the recorder to be inserted in the 
record and then I would like for a few minutes to make some general 
remarks on the program. 

Mr. Taser. Very well. 

(The matter submitted for the record by General Stewart is as 
follows :) 


Strategically, Western Europe provides the United States with a forward 
defense base from which to engage the conventional forces of any aggressor and 
to launch retaliatory attacks. A strong and free Europe is vital to the maint- 
nance of United States security interests. It is not difficult to understand how 
the loss of Europe to the Soviets could so reverse the power balance as to make 
eur own security doubtful. The loss of Europe would also mean the probable 
loss of other areas along with the vast strategic resources, skills and manpower 
now on our side. 

In the military field the United States and its allies are building up strong 
defenses in Western Europe. To help increase the size of the Armed Forces of 
NATO and to insure that these forces are maintained in a high state of readiness, 
the United States since the inception of the mutual defense assistance program 
has shipped over $6 billion in military equipment and supplies to Western Europe. 
As a result of determined European efforts supported by the military aid pro- 
grams, the NATO countries, along with Yugoslavia and Spain, have increased 
the numbers and effectiveness of the combined military strength with remark- 
able speed to the point where the Soviets could not now launch an all-out attack 
without noticeable advance preparation and mobilization af their forces in 
the area. 

Although much has been done to strengthen the defenses of Western Europe. 
much more remains to be done. There still exists a substantial gap in meeting 
the military requirements based on present military strategy and objectives. 
NATO forces will continue to grow. The buildup will stress heavily the combat- 
readiness and fighting power of active forces and the higher training levels of 
reserves. The recipient countries themselves presently provide over 90 percent of 
NATO’s ground forces, about 75 percent of NATO's air forces, plus a good share 
of NATO’s naval strength. In addition, our NATO allies have produced ap- 
proximately $8 billion ef military equipment since 1950 and have expended over 
$35 billion in their collective rearmament effort. The United States, as of May 
1954, had programed over $13 billion worth of military equipment for Furope 
under the mutual defense assistance program. A total of $745 million additional 
is being requested for this area for fiscal year 1955 to complete the initial equip- 
ping of additional major and support units to be raised. to provide some main- 
tenance and spare parts, and to continue the buildup toward adequate reserves 
of ammunition and equipment. It is pointed out that the size of the fiscal year 
1955 request for Europe is less than half the amount appropriated last year. 

T have talked mostly in terms of the Furopean NATO countries. Two other 
countries, although not members of NATO, nevertheless have an imnortant 
present or potential contribution to make to the collective defense efforts of 
the West. Yugoslavia is strategically located on the southern flack of Europe. 


PS 

e 

e 

e 

2 


54 


In Yugoslavia there is a sizable force of tough and competent fighting men who 
are determined to resist any encroachment on their home territory. Spain is 
the other country to which | refer. Even though Spain is the most recently 
European country to come into the mutual defense assistance program, the 
prospects there for development of a sound military program are already most 
encouraging. 

The Federal Republic of Germany is likewise of great significance in the de- 
fense of Western Europe because of its strategic location, manpower and indus- 
trial production. One of the objectives of the United States programs in Germany 
is to assure that millitary end items will be available promptly to equip a portion 
of West German forces upon ratification of the treaty to create the European 
Defense Community. 

There are several components of the mutual defense assistance program to 
which I would like to refer. These are offshore procurement, facilities assist- 
ance, NATO infrastructure, and the mutual special weapons program. Offshore 
procurement is a method of procuring military equipment in Europe to help de- 
velop a strong defense production mobilization base in that area, thereby reducing 
logistic problems in both peace and war and increasing the self-sufficiency of 
Kuropean nations by enabling them to produce a larger proportion of their mili- 
tary requirements. Over $2.2 billion of OSP contracts were placed in Europe in 
fiscal year 1952 and fiscal year 1958. The fiscal year 1954 OSP worldwide totals 
over $900 million of which about 90 percent is planned for Europe. 

In fiscal year 1954 for the first time a program of military facilities assistance 
was developed to help expand European productivity capacity more nearly to 
meet wartime requirements, especially in the critical area of ammunition. 
United States aid under the fiscal year 1954 program, so far provided only to 
European countries, amounts to about $47 million, and will be in the form of 
equipment, tools, and technical assistance, with recipient countries covering 
costs of labor, construction, and installation. Twenty million dollars additional 
is requested for fiscal year 1955. 

The NATO infrastructure program is designed to provide the military facilities 
essential for the effective combat operation of integrated NATO forces. The 
program includes tactical airfields, naval bases, fuel distribution, and other 
vital installations; $122.7 million is being requested for this fiscal year. 

Fifty million dollars was appropriated last year for the mutual special weapons 
program to provide for the development and, where appropriate, the production, 
either in this country or abroad, and for use by our allies of newly developed or 
promising United States or foreign-designed nonnuclear weapons of advanced 
types. Twenty-seven million dollars is included in the funds requested for fiscal 
year 1955, together with the carryover of any unobligated balances from the 
fiscal year 1954 appropriation, in order to carry forward and expand this 
program. 

Representatives of the Department of Defense will appear befort you later to 
present the details of these special programs if the committee so desires. I am 
ready to go into the European materiel and training programs in detail. I have 
my presentation set up on a country-by-country basis, or I can go into it in any 
manner the committee so decides. 

This completes my general statement on Europe, Mr. Chairman. 


DepartMENT OF Derense, MDAP as or Mar. 31, 1954—Furore 
Value of military assistance programs chargeable to appropriations 
{ Millions of dollars) 


Fiseal years | Fiscal years Fiseal years 
1950-54 1954 eer 1950-55 

13, 449. 5 1, 646. 6 745.2 14, 194.6 
Equipment and supplies... _.. (12, 007. 3) (1, 217. 6) (420. 9) (12, 428. 1) 
Other materiel oF chareee (320.3) (10. 0) (10. 0) 230.4 
Training 265. 2 849 46. 2 311.4 
Other P.C, H. and T.. 416.5 129.0 120.4 536.9 
Other (regional and special projects) ___- 440. 2 205 1 147.7 587.9 


00 


Value of programs for equipment and supplies 
{Millions of dollars} 


Fiscal year 1950-54 program 
Fiscal year 1954 Proposed fiseal year 


program 1955 program 
Shipped To be shipped 

Char Charge- | | Charge 

arge- | arge- Charges | 

| Char ged » ableto | able to able to 

| to appro- Excess appro- | Exerss appro- | Excess appro- | Excess 

| priations priations } priations priations 
| | = 

Total... | $5, 752. 9 78.8 | $6,254.4) $21.5 $3.8) $420.9 | 

Army... 41258 152.2 | 2,404.6 3.6 126.3 
Novy 218.0) 1,044.4 13.1 3.8 72.4 | 
Air Force......-- | 1,077.0 108.6 2,805.4 4.8 | 222.2 


Training programs—United States and overseas 


[Value in thousands of dollars] 


Proposed fiseal year 


Fiseal year 1950-34 program 1955 program 
Spaces | Spaces Spaces | Spaces 
pro- Value | com- Value | in | pro- | Value 
gramed | pleted training | gramed | 
| 
Total: | | 
Formal train- | | 
ng. | 39, 203 241, 739. 1 25, 552 | 79, 84.3 3,808 | 20, 575 36, 699. 0 
Other training | 23, 482.7 11, 144.5 | 9, 508, 
Army: } 
Formal training. 7, 089 6,097.1 | 5, S48 4,420.4 | 211 | 2,427 | 3, 033. 9 
Other training.....__| 3,779.7 | 2,381.0 | | 4,784.2 
Navy: } | 
Forma! training - | 13, 602 46, 440.5 | 9,219 | 19,624.7 | 2, 044 | 1, 730 
Other training... 4, 706. 2 1, 998. 1 
Air Force: | 
Formal training- 18,512 | 189, 201.5 10, 485 55, 589. 2 1,553 16, 418 
Other training 14, 996.8 6, 765. 4 


Note.—Totals based on unrounded figures hence may vary from totals of rounded amounts. 
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General Srewarr. Now I would like to make a few general remarks 
about the military-assistance program in Europe as a whole. 

In the first place, I think it is important to know that as a general 
statement the increase in the European armed forces has about leveled 
off. There are some increases which I can give you in the forces that 
our friends in Europe are raising: but there is no major increase this 
year and the indications are there will be no further major increases 
in forces. 

Mr. Taser. You mean from the European countries. 

General Stewart. From the European countries; yes. 

Mr. Wieeteswortu. You mean that the ultimate figures will be 
onpeceimaiely what they are now? 

teneral Stewart. Yes, sir. 

Mr. Gary. Off the record. 

(Discussion off the record.) 

General Stewart. Mr. Chairman, may I proceed with some general 
remarks which I have here? 

Mr. Taner. You may. 

General Stewarp. In the chart which I passed out, sir, is a state- 
ment—it is also in the book—showing the status of deliveries to 
Europe as a whole. I can take that up any time you desire, but we 
have it by individual countries, and T understand the committee wants 
to get into the individual countries, and unless you desire me to 
discuss that chart, I shall go right on. 

I would like to give you the new military forces which we are 
actually requesting money for in fiseal 1955 in the European area. I 
told you that the force buildup has no great increase in it this year. 

Mr. Wiceireswortn. It has been leveling off during this period? 

General Stewart. Yes, sir; here are actually new forces which 
have never been financed in any previous program for which we are 
requesting funds this year. 

(Discussion off the record.) 

Mr. Wicetrsworrn. Are the Belgian forces new / 

General Srewarr. Yes, sir; everything which I give you here is 
over and above anything else we have ever requested funds for. 

(Discussion off the record.) 

Mr. Chairman, the funds we are rquesting for the European area 
are designed primarily to fund these increases. 


USE OF SURPLUS VESSELS 


Mr. Anpersen. General, is that for the construction of new naval 
vessels ? 

General Stewarr. Yes, sir. 

Mr. Anpersen. Why do we not send over to them some of the many 
vessels which we have in our yards which are in mothballs rather 
than building new ones ? 

General Srrwarr. These vessels are really all, Mr. Andersen, of the 
minesweeper type. The minesweepers which we have to have today 
are different from the minesweepers of the last war. 

Mr. Anpersen. You are referring almost entirely, then, to mine- 
sweepers when you say “small vessels?” 
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General Srewarr. Yes, sir; any large vessels which are in this pro- 
gram do come out of our mothball fleet. 

1 notice here that there is one submarine which would come from 
our own reserve fleet, and be rehabilitated with funds available in 
MDAP appropriations, and would be on a loan basis to the country, 
but nearly all these are minesweepers. 

Mr. Anpersen. You will utilize our surplus wherever you can 
do sot 

General Stewart. Yes, sir; we will. 


MOBILIZATION RESERVE FOR AMMUNITION IN NATO COUNTRIES 


Mr. Forp. What is the situation on your mobilization reserve for 
ammunition in NATO countries? 

General Stewart, It has improved since last year, sir. 

I can give you certain of this information on the record, but the 
exact amount of ammunition for each type of weapon which every 
country has I cannot give you on the record. We fave been trying 
to get a figure on it for over 1.5 years, but roughly we can tell you 
exactly how much ammunition for the weapons which we have sup- 
plied we have delivered, and we know how much we can buy and 
are buying, and our goal in that respect is to eventually provide a 
certain number of days of combat reserve at United States calculated 
rates. 

That is, we take our own rate and we give them a 105-millimeter 
howitzer, and then using our own rates, we hope to some day deliver 
to them a reserve for each weapon we have given them. 

The deliveries are being made constantly, and so what is on hand 
for our weapons changes every day. 

(Discussion off the record.) 

Mr. Forp. I notice, in the prepared statement which you gave, this 
statement, and I quote: 

United States aid under the fiscal 1954 program so far provided to European 
countries, amounts to about $47 million, and will be in the form of equipment, 
tools, and technical assistance, with recipient countries covering the cost of 
labor, construction, and installation, 

Then, earlier in that same paragraph you indicated that an attempt 
was being made to expand European productivity in the critical 
area of ammunition. 

What was done in that regard in fiseal 1954? 

General Srewart. The capacity of Europe to produce propellants 
and explosives for ammunition was, and I will please take off the rec- 
ord the figure of the wartime requirements for the forces we expect 
them to raise. 

Through our purchase of ammunition in Europe, the very fact that 
we bonght it and paid for it, and then gave it away has increased 
that 100 percent, which is our offshore-procurement activities. 

In 1954 we undertook a relatively small program, which involved, 
I believe, $47 million, in an effort to break the bottleneck on explosives 
and propellants. So you see, the ability to produce the metal parts 
was far in excess of the ability to produce explosives and atti a 

That program is run by Mr. Tracy Voorhees, and is probably one 
of the most successful things we have ever done. 
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pro- § He got some very highly qualified experts in the field, and they made 
fiom 4 a survey of existing facilities, and came up with a study of what 
~~ could be done to break the bottleneck in those facilities, which largely 
thy. | resulted from the destruction by the Germans, who were very smart 
a about what they destroyed. 
can | That was then referred to the Joint Chiefs of Staff to determine 
whether or not the locations of these plants under consideration were 


acceptable to them, and it was then referred to the Technical Services 
for their comment and recommendation. 

As a result of that there is now in process assistance in the form of 
providing certain critical tools where these bottlenecks existed, and 
certain other types of assistance allied thereto, which will increase 


for 
this capacity by another 100 percent. 

Mr. Forp. In fiscal 1955 
the General Stewart. It is in process right now with fiseal 1954 funds. 
ery Mr. Forp. Off the record. 
ing (Discussion off the record.) 
rou Mr. Anpersen. Mr. Ford, will you permit me to ask a question at 
1p- this point off the record ¢ 
nd Mr. Forp. Yes, sir. 
sa Mr, Anpersen. Off the record. 
ed (Discussion off the record.) 

Mr. Forv. Off the record. 
er (Discussion off the record.) 
Miurrary Assistance Program 
ad Mr. Taser. General, you have charge of the military materiel pic- 

ture 
General Srewarr. Yes. 
f Mr. Taper. How much money are you asking for overall? 
General Srewarr. $1,580 million. 
in Mr. Taper. Do you mean that is new money ? 
“ General Stewart. Yes. That is not all for materiel, of course. 
Mr. Taper. What else does that include? 

t General Srewarr. It includes the infrastructure and training pro- 


| grams. 
. Mr. Taper. Where is the infrastructure here? I am looking at 


page 7 and I am trying to find it. You have 3 items on page 7 and 
: the total of them runs $1,580 million. 
5 General Stewart. Page 8 shows my request. 

Mr. Taser. It shows $1,580 million, but I am trying to find out 
what for. 

General Srewarr. On page 6 appears my worldwide program. It 
is in the big book. Under fiscal year 1955, it is $1,580 million. 

Mr. Taser. What are these other things besides that which appear 
on page 9? 

General Stewart. On page 9 there is nothing in the world but ma- 
teriel. I have in addition to that the training programs. I have pack- 
ing, handling, crating, and transportation. I have included in title I 
the infrastructure and facilities-assistance programs and contribu- 
tions to NATO. 

Mr. Taper. Where do you find that? 

General Stewart. Page 6, sir. 
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Mr. Taser. I have been trying to follow this through and I cannot 
do it. Iam not able to understand the figures. . ru 

Going over to page 9, you have $48,973,000 plus $182 million, 
plus $401 million, and that makes $1,069 million. Ido not know where 
the rest comes from. I would like to have those figures. 1 do not see 
the $1,069 million. 

General Stewarr. You have added, if L follow you, the fiscal year 
1955 on page 9 for the Army, the Navy, and the Air Force, and that 
comes to $1,069 million. 

Mr. O'Hara. Returning to page 7, if we may, Mr. Chairman, there 
is shown at the top of the page, in the table headed “Proposed Fiscal! 
Year 1955,” the total of all of the programs, The material portion of 
that program is $1,099,200,000, of which, sir, $1,076,600,000 1s marked 
as “material, equipment, and supplies,” and $22,600,000 as “Material, 
other charges.’ 

Mr. ‘Taser. On page 9 of the total of those three figures is $1,069 
million instead of $1,076 million. Of course, that is not a big figure 
compared with other things in the bill, but I just do not under- 
stand it. 

Mr. O'Hara. At the bottom of that page 9 there is repair and 
rehabilitation 

Mr, ‘Taper. “Includes,” it says. 

Mr. O'Hara. The total includes $4,881,000 for the repair and re- 
habilitation of material. That would make $1,076 million. 

Mr. Taser. That would not make it either. If you are not able to 
answer it now, bring it in in the morning. 


TRAINING PROGRAM 


Now with regard to these other items in here, this $78 million is 
your training. What page would the detail be shown on! 

Mr. O'Hara. At the bottom of page 7 there is a schedule showing 
the training proposed in the fiscal year 1955 program, by service. 

Mr. ‘Taner. How much does that run to? 

Mr. O’Hara. $54 million for formal training in GI schools, and 
$24 million for other training schools, including mobile training 
teams, technical advisers, and the cost of training missions in Greece, 
Turkey, Iran, Formosa, Indochina, and Thailand. 

Mr, Taser. Where is the rest of the $78 million ¢ 

Mr. O'Hara. $53,800,000 is the training in the United States serv- 
ice schools and $24,600,000 is technical representatives, mobile train- 
ing teams, and training missions located in other countries, so the 
total of those is $78,400,000. 


TRANSPORTATION COSTS 


Mr. Taser. And what is this P. C. H. & T. business ? 

Mr. O’Hara. Packing, handling, crating, and transportation—the 
cost of carrying and shipping materials. 

Mr. Taser. Flow much is that ¢ 

Mr. O’Hara. $197,800,000. 

Mr. Taser. Where do we get that broken down, if at all? 

Mr. O'Hara. In book 1 there is a breakdown showing the obliga- 
tions by military departments, and in this book, under each of the 
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regions there is shown the amount of packing, handling, crating, and 
transportation by regions. 


INFRASTRUCTURE PROGRAM 


Mr. Taner. You have other regional items in the amount of $204 
million. Where is that? 

Mr. O'Hara. Those include infrastructure, which is shown on page 
30, for which $122,700,000 is proposed for the fiseal year 1955. 

Mr. Taner. That means your airfields / 

Mr. O'Hara. That is our contribution to the NATO common pro- 
gram for joint occupancy—airfields, pipelines, and similar military 
facilities. 

Mr. Taser. It is an operating expense / 

Mr. O'Hara. No; it is military construction. 

Mr. Gary. It compares with our military public-works program. 

Mr. Taner. I know that. The thing that bothers me about that is, 
there is a considerable amount of money in the military-construction 
bill. 

Mr. O'Hara. Yes. I can give you a general outline of what the 
procedures are. 

Mr. Taper. Did you bring up a list of these projects / 

Mr. O'Hara. We are getting that list up for you and it will be a 
complete presentation of the infrastructure program. When we 
bring that list, we will bring up a supplementary list which was 
requested by you, Mr. Taber. 

(Discussion off the record.) 

Mr. Taper. Tell us what these are and what the arrangement 1s. 

Mr. O'Hara. One of the typical NATO fighter-bomber bases located 
in Europe is already constructed to meet NATO standards. It is 
already constructed to meet NATO standards except for a little finish- 
ing work. In fact, it is rated about 90 percent complete for NATO 
standard construction. 

As it stands now, the SHAPE standards provide for a field which 
would be usable for the French in France. ‘The distinction between 
that and a field which is usable by the American Air Force in France 
covers such things as our own fast-fueling systems which enable us 
to use our aircraft more rapidly in direct support of troops. It is a 
fast system of refueling that has probably been described to the com- 
mittee that works on the military program. 

The parking and the hardstands and the taxi areas are not entirely 
in lichieanee with dispersal standards that the United States Air 
Force has, and there is some additional construction of such facilities 
made in order to give maximum safety to our crews and our airplanes. 

There are maintenance hangars which are provided on our own Air 
Force bases because we ars so far away, in overseas areas, from our 
maintenance and industrial supporting base, and we must undertake 
certain maintenance, and stock certain levels of supplies, that we would 
not be required to do if we were living in the same country, you might 
say, With our basic supporting establishment. 

There are also Selveaie and housing for our people and other things 
that our people have to have when they are living in a foreign country 
to maintain our standards, such as PX’s, chapels in some instances, 
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recreational facilities, and commissary buildings. Those are not pro- 
vided in France for the French because, unlike our own Constitution, 
there is no prohibition against it, and in many'cases they actually billet 
their people on the communities near their airfield. That is a rough 
general order of the difference between what is provided under NATO 
construction and what is provided for a United States base, in addition 
to NATO standards, when it is assigned to United States Air Forces 
by NATO. 

Mr. Taper. NATO itself does not provide those facilities? 

Mr. O'Hara. It does not provide those additional facilities, and the 
other countries, except for Canada and the United Kingdom, do not 
normally provide them all. The United Kingdom does provide some 
for the bases that their forces occupy. 

Mr. Davis. I think that a typical base of this kind would be devel- 
oped to the extent of about $10 million to $12 million by NATO funds 
with United States funds running from $15 million to $18 million. 

Mr. O'Hara. I believe that is fairly typical, sir. They will vary 
because of the types. Troop-carrier bases will have a different rela- 
tionship, of course, between NATO and the United States. 


UNOBLIGATED BALANCES IN MILITARY ASSISTANCE PROGRAM 


Mr. Taser. Now, I would like to get to another subject. 

How much of unobligated balances have you in this particular 
setup for materials and that sort of thing that would be comparable 
to the $1,580 million and would supplement that fund when you begin 
to operate ? 

Mr. O’Hara. The total of unobligated balances, Mr. Chairman, 
which were shown in book 1, is $2,539 million. 

P.4 Taser. That we know is not correct. There is $325 million to 
add to it. 

Mr. O'Hara. I beg your pardon. We do not know that it is not 
correct. 

Mr. Taper. You do not know? 

Mr. O’Hara. No, sir. We have had a report, only partial, on off- 
shore procurement obligations which were anticipated to be in excess 
of $300 million, roughly $300 million during June. The actual re- 

rts we have are that they ran to $351 million on those contracts that 
ave been accounted for as having been signed. 

Now, it is possible that these estimates could be overstated. I want 
to point out it is equally possible they could be understated as to the 
unobligated balances that we show here. 

It will be 20 to 30 days before we can really give a figure that we feel 
will be reliable. We have certain preliminary figures, but they cover 
only a te of the picture, and that is the reason I said yesterday that 
it would give a false impression to put those out as being the final 
figures. 

In addition to the $2,559,000,000 I think it is proper to say that part 
of the program is to be financed with local currency derived from op- 
erations under section 550, which is not available to us now, but makes 
the total part of the program to be financed with these funds and the 
!ocal currency derived from local food sales, $2,620,000,000. 
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SOURCE OF FUNDS FOR MILITARY ASSISTANCE PROGRAM 


Mr. Taper. You have three sources then, At least you are figuring 
on three sources. One is $1,580,000,000 in new money. 

Mr. O'Hara. Yes. 

Mr. Taner. The second is the unobligated balances. 

Mr. O’Hara. $2,539,000,000. 

Mr. Taper. And the third is local currency. 

Mr. O'Hara. $81 million. 

Mr. Taser. Where do you get the authority for that? 

Mr. O'Hara. Section 550 of the Mutual Security Act directed that 
not less than $100 million, and not more than $250 million of the funds 
made available in that act should be used to purchase surplus agri- 
cultural commodities to be sold to foreign countries, and to utilize 
the proceeds from those sales to finance the programs authorized by 
the Mutual Security Act. The $81 million represents money that was 
taken away from this military program this year and used to buy 
agricultural commodities. As those commodities are delivered and 
sold to the people in the countries where they are delivered, the de- 
posits of S81 million in local currency will be made available to us with 
which to finance the portion of our program that originally was 
scheduled to be financed with those funds. 

General Stewart. | think it is proper to point out we get back only 
a fraction in the form of local currency of what is taken from the 
MDAP program in the form of dollars. 

Mr, Taner. These figures would make available to you how much? 

Mr, $4,200 million. 


OBLIGATIONS 


Mr. ‘Taner. How much did you obligate in the fiscal year 1954? 

Mr. O'Hara. We do not have the final figures yet for 1954, but our 
estimate is $1,880 million. 

Mr. Taper. If you did the same thing this time that would leave 
you $2,320 million at the end of the period. Why do you go ahead 
and figure to obligate any more ? 

Mr. O'Hara. In the fiscal year 1953, even after very substantial de- 
obligations due to the Comptroller General’s ruling, which was re- 
ceived by us in April, which changed the basis for our obligations as 
to types of material, we had obligations aggregating $2,636 million. 

Mr. Taser. What were your net obligations in the fiseal year 1953? 

Mr. O'Hara. Our net obligations in fiscal year 1953 were $2,636 
million on these same programs. 

We feel that particular year, fiscal year 1954, and to some extent 
fiscal year 1953, because of the change in procedures affecting obliga- 
tions because of the imposition of the Comptroller General’s ruling, 
did lessen the amount of obligations in relation to what you would 
normally call accomplishment of the program. We believe in the 
fiscal year 1955 it is reasonable to assume that we can obligate a great- 
er amount with prudence in accordance with our present rules for 
obligations. 
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PROGRAMING OF FUNDS REQUESTED 


Mr. Gary. Are there any portions of those funds which are not 
programed ? 

Mr. O'Hara. Do you mean of the unobligated balance / 

Mr. Gary. Yes. 

Mr. O'Hara. There are a few items shown on the tables that are 
not firmly programed yet. 

(Discussion off the record.) 

General Srewarr. There is not $1 of unobligated funds in this en- 
tire program that is not represented by iin established, screened re- 
quirement. If there are some dollars, as there are in this program, 
that are not for legally or administratively approved programs, it 
is because of the fact this program never stands still for a minute. 
It is changing constantly, and there are periods when during a chan 
there will be a certain amount of money that is not yet on a certain 
approved program. There will be periods when we first get the 
money when we do not have the programs finally approved, but the 
— requirements we are trying to meet far exceed any funds thal we 

ave. 

Mr. Taser. What do you mean by requirements ? 

General Stewart. If you will take the forces in each country that 
we have agreed to contribute equipment for, and if you take the total 
deficiencies of those forces that we, under our criteria, will fill, and 
add them up, they far exceed the total value of what we have pro- 
gramed. We have not spent all this money. Some of it is not 
legally obligated, but I certainly hope we can make it clear that every 
dollar is represented by an established need. 

Mr. Gary. Off the record. 

(Discussion off the record.) 

Mr. Gary. The funds you are requesting now are to or the pres- 
ently contemplated forces in Europe and in other countries 

General Srewarr. That is correct, sir, and this morning I gave you 
: list of the new forces for which we have never made a request for any 

unds. 

Now, besides those new forces, there still exist deficiencies in forces 
that were brought up here in previous years. The money that we are 
asking for is to make a contribution toward meeting those deficiencies. 
Tf we are permitted, as we have never been, to make a list of deficiencies 
and say, “This is what we are going to do as fast as we can, but in the 
meantime, on the basis we can only work against it as the Congress 
gives us the money, it is an approved program,” then we would have 
to come up here every year before we made an agreement with any- 
body and justify every item we agreed to fund. That is what we have 
to do now. That is the reason we come up, even though we have not 
spent the money that you have given us. An additional requirement 
over and above the previous requirement exists. We have no right 
under the rules that we have been working with to promise anybody 
anything unless we have finances on the other side. That is what 
makes this situation. 

Mr. Taper. On the other hand, you now have in the neighborhood 
of $8 billion to $9 billion of obligations for materiel that will not 
be delivered for 214 or 3 years. ere is very considerable feeling 


we should not leave ourselves wide open and let contracts for stuff 
that will and cannot be delivered for years ahead. 


BASIS FOR ESTIMATING APPROPRIATION NEEDS 


How are these programs determined that you say would run into 
all of this money? Do you mean that you have taken the entire 
requirements of the number of divisions that are available over there 
and you have figured out what the gross requirements of military 
equipment and ammunition would be, and you have laid that out 
as an item that the United States must provide all alone, or does it 
mean some other approach. 

General Stewart. It means exactly what you have said, sir. 

Mr. Taper. You have figured the complete requirements of all these 
divisions and the figure that you have ahead of you that you are 
aiming at is the complete requirement of these divisions? 

General Srewarr. What we did, sir, was after we got the fiscal year 
1954 money and translated that into a list of items for all the forces 
that we were contributing toward, we made a worldwide survey of 
how we stood against the forces approved as of that minute. These 
deficiencies were then screened through our criteria; that is, there are 
certain things we do not furnish and many things we do furnish. 
There are limitations. We came out with a figure as of that minute 
of what the deficiencies in the forces approved at that time were. 
That figure was $4,700 million, including this infrastructure for the 
year. 

Mr. Taser. Do you mean that was a requirement for the 1 year? 

General Stewart. If the forces had stood still and we had not lost 
any of the money that was appropriated to this MDAP program at 
that time, and there had been no increased costs in Indochina, that 
was our calculation as to the value of the deficiencies that existed 
at that time. 

Mr. Taper. In other words, your deficiencies would have been prac- 
tically made up of the funds provided for 1954 and would have been 
used for that purpose? 

General Srewart. No, sir. If we had retained all the money that 
had been allocated to the Department of Defense for the fiscal year 
1954, there was according to our calculation last December, $4,700 
million additional required to meet the deficiencies that existed at that 
time, and what we call these fixed charges such as the infrastructure, 
administration and so forth for the year. 


PROGRESS MADE IN FULFILLING MATERIEL REQUIREMENTS 


Mr. Taner. Can you give us any better story as to what the require- 
ments of these divisions are and how near they have been met? Do 
they have the small arms that they require / 

General Srrwarr. Yes. 

Mr. Taser. Do they have the ammunition to go for 30 or 40 days! 

General Srewarr. Mr. Ford asked me about the ammunition this 
morning and I did not have the figures. I would like to read to you 
the Army’s figures on the NATO forces in days of ammunition they 
had on hand last December 31, 1953, to give you the answer to that 
question. 

(Discussion off the record.) 
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Mr. Taper. It would look like very substantial progress has been 
made in every single line, and you have had close to three-quarters of 
your requirements. 

General Stewart. I would like to answer that this way, sir: I have 
a list which I can produce tomorrow morning of the critical shortages 
of the forces of each country that we are trying to fill, but in the 
overall delivery data, as of the 31st of March, which was the last 
figure I had complete when I wrote this up, in the fiscal year 1950-54 
program, that is, through 1954, we were on a worldwide basis 52 
percent delivered. 

Mr. Taser. Do you mean on munitions? 

General Srewarr. On my program; the overall program. 

Mr. Taner. Take a look at page 9. There you show light tanks, 
quantity shipped, 2,700. To be shipped, 80. The 1955 program is 
#26, which means about one-third of what has already been shipped, 
so the 75 percent figuse would be about right there. Here you have 
medium tanks, 7,579, as against the quantity to be shipped of 1,316, 
and a quantity programed of 59, which would indicate that instead of 
75 percent you had 85 percent. 

Other combat vehicles, 22,320, as against the quantity to be shipped 
of 4,400, and a program in 1955 of 883. Now, that would mean that 
you were about 80 percent delivered. You can go on down the line 
and you do not hit anything less than that unless it is the small-arms 
ammunition. Also, the artillery ammuniton seems to be a little below 
that. Otherwise, the figures are all in that category. 

Of course, there are considerable quantities of jet airplanes and 
that sort of thing that are not delivered. It is sort of hard for me to 
follow the idea that you are so far behind with the picture that is in 
front of you. 

General Stewart. The items that you have just read, Mr. Chair- 
man, are the items that we have programed, except for the fiscal year 
1955 program, and items that have been funded. All of the deficien- 
cies are not included in the 1955 program. 

Mr. Taner. I do not suppose they are, but I do suppose that the 
critical items would be met. If it is not being done that way it would 
not be very good management. I hope there will be good manage- 
ment 

It looks to me from the stories that were told a year ago that we had 
progressed very rapidly toward the fulfillment. The quantities that 
went out in 1954 were smaller than the quantities that went out in the 
year before. I would assume with this buildup you are reporting 
you had come very close to meeting your situation. Now, I would be 
very glad to hear from you on that. That is the way that it looks 
to me when you look at your figures and your own report. I have no 
other information outside of the daily Treasury statement and that 
sort of thing to check you on it. 

General Srewarr. So far as completing our commitment to con- 
tribute equipment is concerned to the forces of these friendly coun- 
tries, we have in the case of the European countries done very well 
indeed on the D-day divisions. All of the D-day divisions are capa- 
ble of fighting tomorrow. They also have some deficiencies in some 
types of equipment, particularly in the electronics field. 

Mtr. Taner. Do you know of any outfit that does not have deficien- 
cies somewhere ¢ 
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General Srewarr. I never knew of anyone anywhere in my life. 
Even if you inspect them, 5 minutes later somebody has lost something. 

With regard to the Army divisions that are not actually in complete 
being, like the D-day divisions, their status in equipment is not as 
good as the D-day divisions, but it is in pretty good shape. I think 
tomorrow I can bring you up some percentages of equipment of each 
of the divisions. It varies from country to country. 

Remember we have been talking largely about the Army so far. 
The major deficiencies in these ground forces that run into these large 
sums of money are in the reserve. We contemplate not only provid- 
ing this reserve of ammunition, but we are also planning to provide 
some reserves of spare parts and some reserves of equipment. Now 
when you begin to do that—and you have to have that kind of thing 
to be successful—you can amass a large number of deficiencies. If 
we are content to stop equipping the D to D plus 30 divisions with 
any reserves, then the figure I gave you of the total deficiencies can 
be greatly reduced for the forces in being at that time. 

Mr. Taser. What percent of these so-called deficiencies are being 
supplied or are planned to be supplied by the United States? 

General SrewartT. It varies in every country. I could not give you 
one figure that applied to all of the countries. I can answer your 
question by a very brief description of what we do supply. For 
simplicity, let us take a new unit not yet in being that a country has 
agreed to raise. In order to equip that unit—call it a battalion of 
artillery—they need 18 guns; they need so many trucks to pull the 
guns. and so many trucks to carry the ammunition; they need so many 
radios and so many arms for the individual men. We take that unit 
and sitting down with the other men we figure out exactly what is 
required to equip the unit and then our friend, sitting on the other 
side of the table, says exactly what he has to contribute toward the 
equipment of that unit. He shows us what he has in stock, what he 
has on production out of his own country’s budget, both in being and 
what is planned for it. We subtract what he can provide of the 
total requirement and that we call a gross deficiency list. We take 
that list then and immediately screen out of it all of the things we 
do not supply under any conditions. 

Mr. Taper. Such as what? 

General Stewart. We do not supply tents; we do not supply medi- 
cine; we do not supply clothing, shoes; we do not supply—it is easier 
to say what we do supply. In the case of European countries, we 
have our list down to about 100 items now. We have to go further 
than that in other countries. We are trying to get down to 31 items. 
But we immediately cut that list on the basis of the things we do not 


supply. 

We then take what is left and go through the process where Mr. 
Stassen’s team gives the military their opinion as to whether or not 
the country could supply some of those things—they have quite a 
knowledge of the economics of the country—and the list is further 
reduced. 

In the case of Europe, it then goes to General Cook’s headquarters, 
who is United States commander under General Gruenther—General 
Gruenther’s deputy—and his staff working in conjunction with the 
representatives of the United States in the Paris regional office, where 
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Mr. Hughes is located, and with the people who have knowledge of 
the overall production not only of the country concerned, but the 
adjoining countries, study the exchange of imports and exports and 
available funds. They further advise what items remaining on the 
list that country should in all fairness buy for itself in Europe, and 
it finally comes back to the Army, Navy and Air Force—in this case 
it would be the Army—where they recheck against the criteria and all 
their equipment, and finally it comes to my office and I check and cut 
it. Then it gets approved and it goes to Mr. Stassen’s office and the 
Bureau of the Budget. 

We may make some mistakes, but we really try to keep that down 
to the things the country must have to be effective militarily, and 
which the country cannot itself provide. 

That is how we arrive at this list. 


OFFSHORE PRODUCTION FACILITIES FOR SPARE PARTS AND EQUIPMENT 


Mr. Taser. Now if you reached D-day and found you had to have 
new munitions and ammunition, what facilities for the production of 
either or both do you have in other countries? 

General Srewarr. Let us first take the case of equipment. If we 
have through our offshore procurement process procured an original 
item, let us say, in Europe for the European forces, a typical example 
being a centuriau tank, then we have already established in the country 
in which it is needed the source of replacement of that tank and for 
spare parts. If the equipment was supplied from the United States, 
generally its replacement and its spare parts would have to come from 
the United States. We have attempted to establish in Europe sources 
of spare parts for United States types of equipment. We have been 
only partially successful in so doing. We have established spare parts, 
for instance, for some jet engines over there and for some other 
equipment. 

In the case of ammunition, there are in Europe or in the countries 
of Europe a number of facilities now manufacturing United States 
types of ammunition. We have over $800 million in contracts, not 
counting the 1954 contracts, in ammunition in Europe. That has 
resulted in the improvement of existing facilities and the creation of 
some new facilities to make that ammunition. These facilities can 
make our types of ammunition for the weapons that we furnish. 

By working all of these facilities at three shifts a day, we could, in 
case of war, produce ammunition much more rapidly than it is now 
being produced. To the extent that production of existing lines did 
not meet the requirements it would have to be furnished from the 
United States. 

( Discussion off the record.) 

Now I cannot conceive that every division in our Army and every 
division in every friendly country would be engaged in full combat 
at the same time, or starting within a period of weeks of each other. 
So, in all likelihood, if fighting started in Europe, it would be possible 
to supplement their ammunition with ammunition from this country 
for a while. 

So, to sum up, we can replace and provide spare parts for equipment 
that we procure in Europe, to start with, that is already established. 
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We can toa certain extent provide some spare parts and minor replace- 
ments for United States types of equipment. We have assisted in 
creating a major ammunition industry in Europe and that industry is 
capable of producing some ammunition. Under wartime conditions, 
it could produce faster than it is at the present time. To the extent 
that European production could not meet the ammunition require- 
ments, the only other source would be from our stocks and our produc- 
tion in the United States. 


TRANSFER OF MDAP FUNDS TO ECONOMIC SECTION OF FOA 


Mr. Wicereswortn. I am advised that $715 million in 1954 and 
prior years Of MDAP money was transferred out of MDAP for use 
in the economic section of FOA. Is that correct ? 

Mr. Mureny. There was a larger amount than that. The figure 
you quote is the figure for 1954, approximately. About $780 million, 
I think it is, including transfers. That is offset in part by the fact, 
as Mr. O'Hara said a little while ago, that approximately $81.5 
million, which was local currency derived from section 550, will be 
made available to the Department of Defense. So it gets down to 
approximately $700 million, total. 

fr. Wice_eswortH. That transfer was never justified specifically 
before this committee, was it ¢ 

Mr. Murpny. No, sir; it was not; $207 million worth of that was 
the result of section 550 provision of the authorizing act and the 
provision in the appropriation act which stipulated that the funds 
used under section 550 should come from the appropriations other 
than defense support for Europe, and, as Mr. Stassen testified yester- 
day, a total of $245 million worth of surplus agricultural commodity 
purchases were consummated in fiscal 1954, $207 million of which 
came from military-assistance funds. 

Mr. Wieeteswortu. What is the justification for the $780 million 
transfer? 

Mr. Murpny. I have a list here, and I can go down the items and 
comment on each one of them. 

The section 550 program accounted for $207,675,000. Then there 
was $20 million used for the emergency in Iran last August, which 
was done under authority of section 513 (b) of the act which, if 
you will recall, authorizes the President, in emergencies, to use up 
to $20 million for any country from any funds available in the act 
without regard to what purpose they were originally appropriated 
for; $75 million was used for financing a part of the $100 million 
coal and steel loan. The remaining $25 million of that came from 
the nonmilitary appropriations. 

One million seventy-eight thousand dollars was used in accordance 
with our presentation last year before this committee to finance the 
Battle Act administration, the East-West trade control program; 
$1,169,000, again, was used for an item justified last year specifically 
for the NATO contribution. That is the United States portion of 
the expenses of running the NATO civilian headquarters. Thirty- 
five and a half million dollars was used for administrative expenses 
other than for the Department of Defense. Again, that was spe- 
cifically justified as part of the title I military assistance appropria- 
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tion. Five and a half million dollars was used for increased ship- 
ments of voluntary-relief packages—the ocean freight on the expanded 
‘program of shipments; $13.5 million was used for 
the Christmas food package program, about which Governor Stassen 
spoke yesterday. That also was done under section 513 (b). Three 
million dollars was used for an emergency program for East Germany. 
Seven and a half million dollars was used for the escapee program 
on which we testified last year would come from military funds. 

Mr. Forp. What is the escapee program ? 

Mr. Murrny. It is the program for the care and resettlement of 
“ne escaping from behind the Iron Curtain, carried out under the 

ersten amendment which specified that title I military funds should 
be used for that purpose. There was $30 million used for a common- 
use program in Turkey. That is the program of commodity support 
for military units other than for military hardware. There was $345 
million used for a special program of aid in the Indochina war. If 
you will recall, the total cost of that program for fiscal 1954 was esti- 
mated at $745 million ; $400 million was specifically appropriated and 
the balance was made available from title III military funds by Presi- 
dential determination. 

There was a common-use program for Formosa of $30 million spe- 
cifically justified under the title ITI military assistance appropriation. 
There were two programs consisting of some road improvement and 
air navigational aids for Thailand of $3,580,000. There was a program 
of technical assistance to Indonesia, which consisted of police training, 
of $1 million. There was a $2.2 million program which was carried 
out from unvouchered funds. 

The total of those items is $781,676,980. 

(The following information was submitted later :) 

There was a transfer in the amount of $37.5 million from economic to military 
funds in Europe for OSP of aircraft in Italy which reduces the net amount to 
about $744 million. 

Mr. Wicetesworrn. That is all out of MDAP funds? 

Mr. Murrny. Yes. 

Mr. Wicereswortu. And if those funds had not been transferred, 
the request for appropriation for fiscal 1955 would have been cor- 
respondingly reduced, I take it ? 

Mr. Murrny. As General Stewart testified, the total requirements 
are far in excess of the fiscal 1955 request for MDAP; so I do not think 
you can say categorically that the request would have been reduced 
correspondingly if this money had not been used for these purposes. 

Mr. Wicetrsworrn. It was at least in excess of MDAP needs in 
1954. 

Mr. Morruy. A number of items, as I pointed out, were specificall 
provided for. I could not say it is all excess to MDAP needs. it 
was used for other than MDAP purposes, but a number of items were 
specifically justified for the purpose for which the funds were used, 
and military assistance appropriations have historically been the 
source of funds. : 

Ger: . 1] Srewarr. I would like to say that every dollar we defended 
for the tuilitary requirements that was used for something else means 
that the requirement is not now funded and, if we ever él them, will 
have to be funded. 
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Mr. Wiecieswortn. You are requesting funds for that purpose, 
are you not? 

General Srewarr. No, sir; we are not at this moment. 

Mr. Wice_esworru. Was not your budget figure arrived at after 
this $715 million, or the most of it, had been withdrawn ? 

General Srewarr. No, sir. 

Mr. Wiceiesworrn. It was not? 

General Srewarr. No, sir. 

Mr. Wiaetesworru. Are you sure of that ? 

General Srewarr. I am positive. Our budget figure was arrived 
at after the knowledge of some initial transfers, but there have been 
subsequent transfers since the budget figure was arrived at. 

Mr. How much? 

Mr. Mvreny. I could point to one example, the coal-steel loan, 
which I stated as an item costing $75 million, was not consummated 
until late in April, and I know for a fact that was not in the program 
last December when the request of $1,580 million for MDAP for 
fiscal 1955 had been arrived at. 

There are a number of other items, such as the one I mentioned 
for Thailand, that was not in. 

Mr. How about Indochina? 

Mr. Murpny. The Indochina item was. 

Mr. Wiceieswortnu. That is about one-half of this total. 

Mr. Morrenty. Yes, sir. 

(Discussion off the record.) 


EXCESS MDAP FUNDS AS A RESULT OF OVERPRICING 


Mr. Wiceitesworru. How much, if any, of this $780 million trans- 
fer was excess on your books as a result of overpricing ? 

General Srewarr. Are you speaking of the military ? 

Mr. Wiaciesworrn. Yes. 

General Stewarr. There was not one nickel of it excess. Every 
nickel of it represents a requirement. 

Mr. [am talking about overpricing. 

General Srewarr. To answer your question as clearly as I can, 
prices change. Sometimes we make a mistake in prices. It is con- 
stantly reviewed ; this program gets almost a complete overhaul about 
three times a year, to say nothing of individual cases. Whenever any 
funds are generated as a result of any gain by price, we apply them 
against existing deficiencies that have not yet been funded. 

Then we have the other case where prices go up. That is true right 
now in the case of the 84-F. We cannot buy as many of those planes 
as we thought we could when we originally got the funds, because 
prices have gone up. So that there is a constant adjustment. But 
none of the money we are discussing was excess to the military needs 
and of the $80 million we will get back in the form of local currency 
that cost the military $207,635,000—I am not criticizing the use of 
it—it was Seesevibed in the law—I am merely trying to make the 
record straight as to what.it means 

Mr. Wiccteswortn. I have a report from our committee investiga- 
tors that states their investigation indicated approximately $100 mil- 
lion of the $780 million transferred was excess moneys as a result of 
overpricing. 
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General Stewart. I, of course, do not know exactly what they refer 
to, but there are two possibilities. First, there was in the Indochina 
program, if you will recall last year’s testimony, $100 million for the 
purpose of financing increased costs in Indochina in the event an 
evolved plan was approved. That money was never tied up in an 
individual program. It was covered in one program by a line entry, 
so was expended for all those things in there. That is one possibility 
they may be speaking of. 

The other thing is when my office is faced with a transfer after we 
have made a program based on certain funds that we think we have, 
we call on each of the services to come up with their proportion of 
those funds, which means they must deprogram something that is in 
their program. And obviously if in the constant process of repricing 
and checking their programs, any service finds it has some money that 
it did not know they had a month ago, they use that to meet this 
transfer rather than change the program. 

I do not know exactly what the investigators are speaking of, but 
there are two of the most likely possibilities. 

Mr. WiceLeswortu. They do not give any breakdown. They do 
mention one example, where they state that during the inquiry into 
ordnance and ammunition, it was developed that of 130 million rounds 
of .30-caliber machinegun and rifle ammunition programed for Indo- 
china, it appeared that 75 percent of the 130 million rounds was about 
the highest priced .30-caliber ammunition available; that these car- 
tridges are priced at $138 a thousand and are belted machinegun am- 
munition, and that it is the investigators’ understanding that identi- 
cal ammunition can be obtained by the carton and loaded into machine- 
gun belts, if time permits, at a considerable saving; that a price re- 
duction from $138 a thousand to $126 a thousand could be effected. 
They say that $100 million of excess pricing is discussed separately, 
but that it is fair to assume there are other price adjustments to be 
made, remembering there was still undelivered program material of 
about $4,470 million as of February 28, 1954. 

General Srewarr. I have no objection to anything they say. We 
find in these reviews that prices have changed, or we have made a 
mistake by which, in some cases, we gain some money for that pro- 
gram over what we originally thought we had; in other cases, where 
we have to pay more and get fewer items. And in a program involv- 
ing this much money, 30 countries and 3 programs in each country, 
those kinds of things go on forever. 

I can assure you we do not have any money beyond our requirements. 


SAVINGS REALIZED AS A RESULT OF REVIEW PROGRAM ON PRICING 


Mr. WiccieswortH. To what extent have you found overpricing 
as a result of your reviews? 

General Srewarr. I would like to refer that to the Comptroller’s 
representative here, who is constantly hounding us on that subject. 

r. O'Hara. As we reported last year to this committee, we did 
lave a rather extensive review of the pricing in the 1953 and prior 
programs and we dug up somewhere in excess of $300 million in that 
and other savings which at that time aggregated $428 million. I 
told the committee at that time we would continue that process and 
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if we developed any more, it would be applied toward the fiscal 1954 
program. 

Actually we developed a total of $475 million in savings. The com- 
mittee rescinded in the carryover balances $116 million of the un- 
obligated balance which, in effect, knocked out that much of the 
savings we disclosed. In the program we have for fiscal 1954 there 
is the application to the total 1954 program of $359 million—the 
remainder of that $475 million—toward the accomplishment of pro- 
grams that were originally programed for fiscal 1954 in excess of 
*3.6 billion. 

So that there are two factors which you might say are in there 
affecting the price situation this year. One is because of the applica- 
tion of savings resulting from the review that was made, $359 mil- 
lion—actually $475 million including the rescission made by Con- 
gress—and in addition to that, there was a program review because 
of the transfers that cut out some $600 million of the total military 
program for 1954, plus price adjustments discovered after the orig- 
inal program was developed. There have been, however, which I 
think it would be improper not to report to the committee, some defi- 
nite indications that we have not yet fully established, because the 
negotiation is still going on, that somewhere between $90 million and 
$120 million will have to be obligated for aircraft contracts that have 
already been placed, which they have not yet had deliveries on, and 
on which a price rise has occurred. 

Mr. Wiceteswortu. That $475 million was prior to 1954. Is that 
right ? 

Mr. O'Hara. Yes, sir. 

Mr. Wiceteswortu. Have you made any comparable saving in the 
course of 1954? 

Mr. O’Hara. Yes, sir. In the review of those programs, when the 
amounts were reduced, there were actual adjustments of prices. I 
forget the exact amount, but it was more than $100 million. 

Mr. WiccteswortH. How much of that saving is reflected in your 
unobligated balance as of the end of the fiseal year ¢ 

Mr. O'Hara. None of it. More than that was taken away from us. 
We lost $600 million. , 

Mr. Wiccteswortu. By the transfers we have just been referring to? 

Mr. O’Hara. That is right. And that saving and more was taken 
away from our program in 1954. 

Mr. Wicéieswortn. Then the statement that $100 million of the 
$780 million was a result of overpricing is probably correct. 

Mr. O’Hara. It could quite well be correct. But, you see, in elim- 
inating $600 million from the program, there was a price adjustment 
at that time based on the latest review information. That occurred 
between January and March. 


VALUE OF PROGRAMS EXCEEDS FUNDS AVAILABLE 


Mr. Wiccteswortu. Here is another thing. Reference is made to 
an alleged sizable difference between the programing figures on com- 
mitments as compared to the commitments figure shown by the Army’s 
fiscal records. In other words, it is stated there is a difference between 
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the so-called 719 program reports and the 621-A fiscal reports. Are 
you familiar with that? 

General Stewart. I think Iam. I think what he is saying is that 
the value of the programs we have exceed the money we have. I think 
that is what he says there. If that is what he said, that is correct. 

Mr. Wiceteswortu. What it says is that it is the staff’s conclusion 
that, if the two commitment figures were reconciled, such reconciliation 
would result in the deobligation on paper of $224 million. 

General Srewart. That is correct. 

Mr. O’Hara. Not a deobligation, because they were not carried as 
obligations. The programs actually exceed the amount we are going 
to have avaliable under this fiscal year appropriation by some $224 
million, and this will have to be taken into account in a further ad- 
justment reducing those programs. 

General Srewarr. I would like to comment on that. We start off 
the year with a program as nearly in balance as it is possible to get 
in a thing of this size. That is, the value as we price it out is equal 
exactly to the money we have. When for any reason—let us say 
we are able to start exactly in balance at the beginning of any period, 
that is, the value of the program when we price it out is exactly equal 
to the value of the money available to pay for it—let us say now the 
Indochina war speeds itself up to a climax and, as the policy of this 
Government, we are told to meet the additional requirements that the 
French place on us. We meet those as a matter of urgency, and there 
is no second source of money; there is no reserve money. So the only 
way we can meet that is by transfer of funds that are appropriated 
and at the present moment are programed, say, for title I over to title 
IIT. 

Mr. Taser. There was only $200 million in that Indochina setup, 
according to Mr. Stassen, and there is a lot of that stuff that has not 
been proved up and they do not know how much it is going to be. 
pea is nothing like what we set aside ourselves for that, however, 
ast year. 

Mr. O'Hara. That is another item. That is out of the $725 million. 
There was an increase of $219 million in the Indochina report. 

General Stewart. All I was trying to point out was simply, if you 
increase any given program, you immediately throw the thing out 
of balance and until you have effected a transfer and taken a cor- 
responding amount out of some other program or programs, you are 
on paper overprogramed for the moment. And we are at the mo- 
ment overprogramed. 


REASONS FOR FAILURE TO OBLIGATE FUNDS 


Mr. O’Hara. But none of that money is obligated. It is part of 
the unobligated balance which we reported to you. 

Mr. Taner. What was the reason that the money was not obligated ? 

General Stewart. There are a great many reasons. One of them 
has to do basically with what is a proper obligation and what is the 
proper time in which to obligate the money in order to accomplish the 
program objective. 

Mr. Taser. But you know when you do not obligate over a cer- 
tain amount of money, and the year rolls around, the natural in- 
ference is that you did not need to obligate it. That is the theory 
these committees have gone on for a long time. e 


Mr. O'Hara. I think that is a proper measure on anything that 
runs on a basis of measurement of time. In other words, if you do 
not hire a man today 

Mr. Taser. These things run on a measurement of time. 

Mr. O'Hara. No, sir. 

Mr. Taper. It is a 1-year appropriation. 

Mr. O’Hara. The things we are buying here are not measured in 
time. They are guns. The fact you did not get your order placed 
for 50 of the 100 rifles this year does not satisfy the requirement of 
the company that requires 100 rifles. If you could not prudently 
place the order for 100 rifles and prudently could only place an order 
for 50 rifles, I do not think you should lose the money for the 50 that 
you still require and which you will obligate for when you can do it 
prudently and legally. 

General Stewart. As an outstanding example of one reason why 
the money is not obligated, take the case of ammunition being pro- 
cured in Europe. Mr. Tracy Voorhees was made Director of Off- 
shore Procurement, and when he got into the situation he determined 
that if we obligated money for additional ammunition in those facili- 
ties that already had contracts, we would in effect be simply extend- 
ing the present contracts before it was a defense necessity that we do 
so. He, therefore, recommended to the Secretary of Defense that the 
programed $300 million that was available for ammunition which is 
required, but which would normally be placed in facilities in Europe 
already under contract to us and operating, need not be obligated 
prior to the end of the fiscal year, and lie said as a matter of good 
business we should delay obligation until the time came when we had 
to, as a matter of good defense practice, go into it. Therefore, there 
was approximately $300 million sitting there that we could not 
obligate. 

There are many other factors, not the least of which was the very 
proper action taken by this committee of having GAO, over a year 
ago, investigate the rules under which money in this program was 
called obligated. and they gave us a new set of rules. It affects us 
in this way. We used to consider money obligated when we had 
approved a program and turned it over, let us say, to Army Ordnance 
and said, “Procure these trucks.” That money at that time was then 
considered obligated. ‘The Ordnance took that money and used it to 
rebuild trucks and finally when they were ready they delivered them 
to us. At the present time we cannot pay for that truck until the 
Army, with its own money, has rebuilt it and tells us it is available 
for delivery. 


EXCESS INVENTORY OF SPARE PARTS 


Mr. Taser. General, it is our pcm ow 5 that you have not 


included any spare parts in your Army materiel budget for 1955 and 
therefore it is to be assumed that you overbudgeted in past years to 
the extent that you could at least supply your needs of spare parts 
in fiseal year 1955. 

General Srewarr. That is correct, sir. The only spare parts that 
we left in the Army program when we reviewed it in my office were 
spare parts that came with items purchased outside of the United 
States. My memory is it was about $150 million, and in my office I 
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personally took that item out because of the fact I felt we had suffi- 
cient spare parts undelivered to meet any requirement we would 
meet in fiscal 1955. 

Mr. Taser. What do you estimate the excess spare parts program 
for Army materiel to be at this time? 

General Srewarr. I do not have an estimate in terms of money 
there, Mr. Chairman. 

Mr. Taper. You would not want to say it did not amount to at 
least $386 million, would you? 

General Srewarr. It would be my judgment, based on my knowl- 
edge of the Army’s program and the rates at which deliveries have 
been made, that Army spare parts funding can carry them through 
fiscal 1955 and possibly through fiscal 1956. But in the review, when 
we go over that program, that would have to be reviewed after fiscal 
1956, 

Mr. Taser. Do you suppose you can give us a pretty clear statement 
on that for the record ? 

General Srewarr. Yes, sir. The Army probably has its own esti- 
mate on that. 

I would like to point out that the Army when this program started 
and the other services had no other reasonable course to follow except 
to program spare parts at rates the United States programs them for 
its own forces. Then, (1) our friends in the foreign countries did not 
use the items as fast as we do and, (2) we did not deliver the items 
against which spare parts were gy ere as fast as we thought we 
would when the program started. That resulted in this lodging of 
money against spare parts that was in excess of what we needed on a 
current basis. 

Mr. Taser. That is not any different than what has happened in the 
Air Force, Army, and Navy all the way through, is it ? 

General Stewart. I doubt there is any difference. 

Mr. Taser. I think that is the same old story that we run into 
wherever we check up on it. 

Now would the story you gave us on the spare parts business apply 
in addition to the things that the Navy and the Air Force are furnish- 
ing? You have charge of handling that, too. 

General Stewart. Yes, sir; I review all of the programs. In the 
case of the Navy—and these have to be matters of judgment; they are 
impossible to reduce to mathematics—it is my judgment that their 
opnresarte situation is sound. In the case of the Air Force, I think 
they face the same general situation that the Army does, in that the 


money that has been set aside and put into spare parts is greater than 
required to meet the actual delivery of spare parts. 


OBLIGATIONS OF INDOCHINA AID PROGRAM 


Mr. Wiccieswortn. I have one other question on the matter of ob- 
ligations. I understand that $725 million was obligated in respect to 
Indochina aid in 1954. 

Mr. Murrny. $745 million. 

Mr. Wicctesworrn. Our investigators report that when they ex- 
amined the record in late April 1954, the FOA had only spent $53 
million in the first 4 months of 1954 and that the best estimate at that 
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time was that FOA would spend only $200 million by June 30. How 
did you obligate the other $545 million between April and June? 

Mr. Moreny. Well, sir, the obligations were not incurred between 
April and June. Let me start out by saying what we know of the 
actual expenditure situation on June 30. The total reported to us by 
a cable from Paris was $96 million that was spent of the $745 million. 
The $745 million was obligated because in September of 1953 the 
United States Government came to an agreement with the French 
Government to the effect that if the French Government would mount 
a total military effort in Indochina estimated to cost in the neighbor- 
hood of the equivalent of $1.5 billion, the United States would sup- 

rt that effort to the tune of $785 million, partly from appropriated 

unds and 10 percent French franc counterpart. Our estimate now is 
that $40 million will be available from the French 10 percent counter- 
part money, and $745 million must come from the dollar appropria- 
tions. 

We regard the situation as one in which we have entered into a con- 
tractual agreement with the French which requires them to do some- 
thing and for us to do something, and we consider we are obligated 
to make payments to the French to reimburse them up to the amount 
of $785 million if they carry out their part of the program by mount- 
ing a total effort of about $1.5 billion for the calendar year 1954. 

Now therein lies part of the problem. The French have a calendar 
year budget and this $1.5 billion effort of which I spoke, is a 1954 
calendar-year effort. The agreement was entered into with the French 
before they went to their Parliament in December to have appropria- 
tions made for the calendar year 1954, and the appropriations were 
made by the French Parliament with this understanding. It there- 
fore follows that the expenditures through the month of June would 
not necessarily represent 50 percent of the commitment. 

If everything goes according to the plan, we would expect to be 
still reimbursing the French for expenditures made in calendar year 
1954, perhaps as late as the end of fiscal 1955. But they do not have 
to come back to us for anything. They may go out and mount this 
effort and send us a bill for things that we agreed to pay for, and we 
are bound, under the agreement, to reimburse them when they do so. 

So the expenditure figure, while light, is not necessarily indicative 
of the United Stats obligation in that case. In addition to that, the 
care we put into the development of the system and the requirement 
placed on the French to document the transactions in which they en- 
gaged, has built an administrative pipeline; so that I have no doubt 
in my mind that the French have spent much more money through 
June 30, for which they will bill us, than that for which they have 
billed us. And if the war were to stop next week, as Governor Stassen 
said yesterday, the chances are that billings would come in from the 
French for many months after the termination of the war, claiming 
reimbursement for obligations they undertook in good faith pursuant 
to this agreement before the war ended. 

Mr. Wieeteswortrn. The ultimate amount of expenditure depends 
on the duration of the war. 

Mr. Mureny. And on the French effort. In other words, if they 
should fall short in the total effort they make then the United States 
would not be bound to pay them the full $785 million of reimburse- 
ment. We would expect to reduce our reimbursement to maintain at 
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least the same percentage that was contemplated when we entered 
into the agreement. 

Mr. Wieeteswortu. Are we putting up one-third or one-half of the 
total effort ? 

Mr. Mourrny. It is a little better than a half. I think it works out at 
55 percent United States and 45 percent French. And this, of course, 
is in addition to the end-item program, as you may know. I think 
if you add in the end items, that percentage would become more likely 
United States two-thirds and French one-third. 

Dr. FrrzGeratp. Might I supplement that by one statement? The 
latest estimate of French expenditures for the Indochina war for the 
first 6 months of calendar year 1954 is some $638 million. So that at 
the present time indications are that the total cost of the Indochina 
war to date have been running at about the rate contemplated. 

Mr. Morruy. That would also point to the fact the French are de- 
layed in getting their billings in to us which would account in large 
part for the relatively low level of our expenditures under this pro- 
gram to date. Having put up approximately half a billion dollars 
of their own, there is a period of time in which they can finance these 
things with their own money and they won’t hurt for lack of reim- 
bursement; but after they reach a certain point in the course of their 
budget year and they have laid out all the money they have appropria- 
ted, it is going to become necessary to step up their billings to the 
United States Government if they are to keep from going Fookuapt 
in this program So I would expect the last half of this calendar year 
the expenditures will really zoom upward in relation to the first half. 


PERCENTAGE OF MILITARY MATERIEL PROCURED OFF SHORE 


Mr. Anversen. Mr. Chairman, I would like to ask either the general 
or Dr. FitzGerald three general questions ara to do with the 
percentage of this material procured in the United States. 

Up through fiscal 1954, what percentage of all of the money ex- 
pended for materiel in behalf of military assistance abroad has been 
procured in our own country ? 

In other words, you could turn it around and say “How much off- 
shore procurement have we had in relation to the total?” 

I might say that the point of my question is to find out how much 
consideration you are giving in the Military Establishment to aidin 
our own people in the procurement or in the expenditure, rather, o 
this huge sum of 

General Stewart. May I make a statement in that connection, sir? 

Mr. Anpersen. Certainly; I think this is an important question, and 
I believe that many Congressmen are interested in finding out the 
answer not only to this, but also, Dr. FitzGerald, to the other question 
relative to FOA in general. 

General Srewarr. While I am getting the exact figures, sir, I would 
like to state that this year the shipbuilding industry raised with the 
State Department the question of building ships abroad instead of in 
our own shipyards. 

The State Department passed this problem to us and we had quite 
a meeting, at which representatives of the yards owners and represent- 
atives of labor appeared in a day-long meeting with us, and they put 
up an excellent case, in showing that the building of these ships abroad 
was depriving American workmen of labor. 
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As a result of that meeting, we recommended, on my level, that 
almost exactly 50 percent of what we had intended to buy abroad 
in ships in 1954 be purchased in the United States. My memory 
on that is that it involved the sum of $27 million, and that recom- 
mendation was approved, and ships at that value which we intended 
originally to buy in Europe are now being bought in the United 
States. 

The reason we did not bring the rest of the procurement in ships 
home here was because of the peculiar nature of the ships which 
made it highly desirable that they be built at the place they were 
going to be used. 

I state that to show you that in accordance with the policy of the 
Secretary of Defense the effect upon American industry will be 
considered. 

We took that definite action. 

Mr. Wiceieswortu. Will you state what the peculiar nature of 
those ships are ¢ 

General Stewart. No. 1: Most of them are originally of European 
design; the design itself is over there. The engines are to be bought 
there, in order that the spare parts for their maintenance and their 
continued serviceability is pol om in that area. They are all small 
ships. 

1 am not an expert ey, I can assure you, but it was the 
judgment of the Bureau of Ships that the remaining one-half should 
remain over there. 

Mr. WiceiesworrH. I understood that there are two destroyer 
escorts and that the balance of them are minesweepers. 


Generai Stewart. Mr. Wigglesworth, perhaps you have read about 
this since I have, but I cannot remember the exact details. However, 
I am in possession of a complete file on it, and I would be very happy 
to ing, down and give you the exact figures on it. 


Mr. Wicerteswortru. Well, I do not want it for the record, but I 
would like to get the information for my personal use because I do 
not know any reason why we cannot build destroyer escorts and mine- 
sweepers in this country. 

As you know, the ship-construction industry in this country is 
practically flat on its back. 

General Stewart. That is correct. 

Mr. Wiceieswortu. There are something like 29 ships, if I recall 
correctly—merchant ships—under construction now, and every one 
of them except 2 will be completed by the end of the calendar year. 
If we are going to keep our mobilization base, we have to have con- 
struction for those yards, which are essential. 

General Stewart. I agree with you, sir; I was the chairman of this 
meeting, at which we took this action. I do not think there were any 
destroyer escorts in the 1954 program, which was the only program 
in which we had any freedom of action. 

Mr. Wicetesworrn. I am talking about the fiseal 1955 program. 

General Stewart. This was the 1954 program on which we took 
this action, sir. 

Mr. Wiecteswortn. What about the 1955 program? 

General Stewart. No, sir. That action pertained only to fiseal 
year 1954. 

49755—54——4 
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Mr. Wiccieswortn. I think there are about $28 million in the 1955 
bill for offshore ship construetion. 

General Stewart. The $27 million which I spoke of just now, sir, 
was the $27 million which we brought back out of the 1954 program. 

Mr. Wiceieswortn. That is spilled milk; is it not? 

General Stewart. We actually had planned to buy about $54 million 
worth. 

Mr. Wiceiteswortn. I understand, and I commend the step you took, 
but I want to go the full distance, unless there is some compelling rea- 
son, insofar as 1955 is concerned, for doing otherwise. 

General Stewart. We have not made up a final list of any kind on 
what we might buy offshore in 1955, sir. 

Mr. Anversen. General, you told me in partial answer to my ques- 
tion that you did have the actual figures available as to the percentage 
that offshore procurement will be of the total. 

General Stewart. The total value of equipment and supplies in this 
program, since its inception, is $16,484 million. The total value of all 
offshore procurement is 19 percent of the total, sir. 

Mr. AnpersEN. Nineteen percent, then, is the answer to my original 
question? 

General Stewart. Yes, sir; 19 percent. 


PROCUREMENT OF PIPE FOR INDIA 


Mr. Anpversen. I might say, as a prelude to what I am going to ask 
= _ FitzGerald, that I was very disturbed about the situation in 

ndia. 

I noticed that impediments were placed against American manu- 
facturers in their being able to bid on pipe, for example, and on the 
pumps for the 2,600 wells for which American money is being donated 
to the Indian people. In fact, the specifications were such, for ex- 
ample, that an extra thread or two required to the inch on bolts or on 
pipe, prevented American pipe or American pumps to be utilized or 
to be furnished there to fulfill those contracts. Instead, the business 
for that has gone to German and Italian firms and it means that in the 
long run in India itself those people control furnishing the repairs 
and in a few years we will be out of the picture, and the other people 
who gave nothing toward the program will be given the credit even- 
tually for having initiated this great program. . 


CONCERN OVER KOREAN COAL PROGRAM BID SPECIFICATIONS 


Dr. FitzGerald, just what consideration, for example, are you peo- 
ple giving in relation to the coal situation in Korea, for instance? 

I understand bids are being taken, or opened, about this time, and 
the coal industry in our own great country is very sick. 

What considerations are being given at this time toward helping 
American bidders receive consideration in the furnishing of that con- 
siderable quantity of coal to Korea ? 

Dr. FrrzGrratp. In the case of coal, sir, those bids, as you have 
indicated, are being considered. 

We have had some expressions of concern on the part of American 
coal producers that the specifications which were set forth in the 
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request. for bids were such as made it difficult for United States pro- 
ducers to make bids. 

We are investigating that concern at the present time, and pre- 
liminary information is that the specifications were made not with the 
purpose of making it difficult for American coal suppliers to furnish 
the coal, but because of the needs of the users. The using concerns 
in Korea intended the specifications to get the kind of coal which 
Korea could use. 

I cannot answer your question any more concretely than that in 
respect to the coal. 

aa ANDERSEN. The Navy has the handling of these bids; does it 
not 

Dr. FrrzGrravp. Yes, sir; I think so. 

Mr. Anpersen. I believe they are handling that for FOA. 

Dr. FrrzGerap. Yes, sir. 

Mr. Anpersen. In the State of Washington, for example, I under- 
stand that the coal mines are working in some cases on a 2-day-a-week 
basis, and are in a very sick condition, just as are the coal mines in 
Pennsylvania, Alabama 

Mr. Gary. And Virginia. 

Mr. Anpersen. And Virginia, as well as elsewhere. It seems to me 
to be the height of foolishness to ship coal to Korea when we pay 
the bill from foreign countries in order to save a few cents per ton, 
when we could help our own people considerably. We should require 
FOA, Mr. Chairman, dash legislation, to buy American-produced 
products whenever our products can compete at not too much addi- 
tional in cost. 

= ae Perhaps we will have to talk about that when we mark 
up the bill. 

‘= ANvERSEN. I am just stating to Dr. FitzGerald that I am hop- 
ing that consideration will be given to our own people. 

The purpose of my question to you, General, was just how much 
consideration are you people in the Defense Department giving toward 
helping our own people at the same time we are spending these huge 
amounts of money / 

General Stewart. I have the proposed figure for fiscal 1955, sir. 

To answer your question, sir, In our preliminary planning there is 
included $28.2 million worth of vessels and ships for offshore pro- 
curement in fiscal 1955. 

This program was made up a long time ago—this original pro- 
gram—and I would like to read for the information of the committee 
what is actually in the bill with reference to offshore procurement. 


POLICY ON OFFSHORE PROCUREMENT 


They have included in the bill this year the policy which we were 
following. 
It says: 


Funds made available pursuant to subsection (a) of this section may be used 
for the procurement of equipment or materials outside the United States unless 
the President determines that such procurement will result in one or more of 
the following conditions : 

(1) Adverse effects upon the economy of the United States with special refer- 
ence to any areas of labor surplus, or upon the industrial mobilization base, 
which outweigh the strategic and logistic advantages to the United States of 
procurement abroad ; 
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(2) Production of such equipment or materials outside the United States 
under inadequate safeguards against sabotage or the release to potential enemies 
of information detrimental to the security of the United States; 

(3) Unjustifiable cost in comparison with procurement in the United States, 
taking into consideration transportation costs for delivery overseas; and 

(4) Delays in delivery incompatible with United States defense objectives. 

Mr. Anprrsen. Of course, General, in those four items you leave 
all the loopholes in the world necessary to buy everything abroad, if 
you wish. That is my candid opinion of the matter. 

General Srewartr. Yes, sir. 

Mr, Anpersen. The President could find about any conclusion he 
wishes to find out. These are pretty general exceptions you have read 
to me, 

General Srewarr. It forms a guidance on which we operate. 

Mr. AnpersEeN. Certainly, but very wide open. 

General Stewart. And, incidentally, we have been using this. This 
is almost a verbatim statement of the policy of the 7 tase of 
Defense. 

Mr. Anversen. For instance, as to subsection No. 1, that would be 
fine if you would end the sentence after the word “base,” but you 


which outweigh the strategic and logistic advantages to the United States of 
procurement abroad. 

In other words, that would permit—those last two lines—FOA 
or the Department of Defense to buy this coal to which I am referring, 
or to which I have referred, abroad. 

They can find some loophole in those two lines to do so, regardless 
of the fact that our coal communities in the State of Washington, 
Virginia, Pennsylvania, and West Virginia—there is none in my 
region, but 1 am speaking nationwide—are suffering today because 
of extreme lack of employment. 

Dr. FrrzGrrap, I just brought up that coal situation because I 
know it is a matter which is pending now, and it just exemplifies, 
together with the Indian situation, what I am trying to drive at. 

Mr. Gary. Mr. Chairman, I have a statement which I would like 
to make at this point. 

Mr. Anprrsen. Suppose we let Dr. FitzGerald answer first, Mr. 
Gary, please. 

Mr. Gary. Very well. 

Dr. FrrzGrravp. As Governor Stassen indicated yesterday, Mr. 
Andersen, the question of the considerations which should be given 
to industries which are in temporary or continuing difficulties in the 
United States with respect to procurement, is one which is bothering 
him. It is a matter of policy on which he indicated he would be glad 
to have any advice of this committee. 

The matter has other aspects, as I am sure you know, Mr. Andersen, 
and I will not belabor them. 

In the case of Korea, for example, the probabilities are that if the 
coal is not bought in the United States, it will be bought in Japan or 
India, and if it is bought in either of these countries it will represent 
a dollar earning. 

Japan and India are both countries where we are greatly concerned 
with the situation which is developing. With the cessation of the 
Korean war, Japanese dollar earnings from the Military Establish- 
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ment have dropped very sharply, and Japanese gold and dollar re- 
serves have declined some $300 million or $400 million in the course of 
the last year. 

If my memory serves me correctly, these items amount to something 
less than $500 million, which is about what we expect their balance 
of payments deficit in trade account to be during the next 12-month 

riod. 

To the extent that it is appropriate under the circumstances which 
exist in this country to buy coal in Japan for Korea, we are helping 
out the situation in Japan, or otherwise we may have to come to you 
and say “Here is the situation in Japan which we are facing; we are 
facing a very critical situation there.” 

Mr. ANnpversen. Off the record. 

(Discussion off the record.) 

Mr. O’Hara. Could I add one thought to this, Mr. Andersen, off the 
record ? 

Mr. ANDERSEN. Why can we not put it on the record ? 

Mr. O’Hara. I thought since the other comments have been off the 
record, that perhaps I should make this comment off the record, be- 
cause it bears on some of the things which were said off the record. 

Mr. AnprRSEN. Perhaps we can have it for the record. 

Mr. O’Hara. There are certain things in this act, and I would like 
to point out the surplus agricultural commodity disposal clause—sec- 
tion 550 in the present act—and the proposed section in title IV of this 
mutual security bill for 1954, which direct us to use a certain amount 
of the total appropriated funds to buy surplus agricultural commod- 
ities for resale in foreign countries, and then use the proceeds in carry- 
ing out programs within these countries. 

‘We cannot use the currency which we get from these countries to 
purchase in the United States. Offshore procuremert is the only 
means by which we can use that currency. To that extent, we will 
have to have offshore procurement with those proceeds. 

Mr. Anpersen. Surely, and I am in full agreement with you on that. 

Mr. O’Hara. Furthermore, when we get into any loan arrangements 
in countries, quite frequently loans can only be effected when we 
make the loan with the condition that they are going to buy within 
their own borders, because there is some difficulty about having them 
get a loan and then buy from other suppliers, with a repayment condi- 
tion attached. 

These two items are modifying factors to everything which has been 
diseussed here in connection with offshore procurement. 

Mr, Gary. Mr. Chairman, may I say that I do not have any operat- 
ing coal mines in my district. One of the first mines in America was 
opened there, and I am told it has the highest B. t. u. efficiency of any 
coal found anywhere. 

Mr. Fenton. That is, outside of anthracite coal. 

Mr. Gary. For various reasons it has not been profitable to operate 
that mine under modern conditions and it has not been in operation in 
recent years, but we do have a lot of coal in Virginia. TI know the 
coal-mining areas are suffering from unemployment because of the 
lack of demand, and if this program could be used to stimulate in 
any proper way an increased demand, I am sure it would be a tre- 
mendous help. 
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Dr. FrrzGrravp. Mr. Chairman, might I reply on the record to 
one question which Mr. Anderson asked ? 

Mr. Taper. Surely. 

Dr. FrrzGeratp. In regard to nonmilitary procurement, to date, 
70 percent of all commodity procurement has been in the United 
States. 

Mr. Taper. Well, I do not know. That does not go with what 
we were told a little while ago. 

We were told that there was 19 percent offshore procurement, and 
the rest was procured in the United States. 

Mr. O’Hara. That was military procurement, sir. 

Dr. FrrzGeratp. On the nonmilitary side, since 1948, the cumu- 
lative total is 70 percent procurement in the United States and 30 
percent from States sources, 

Mr. Taper. There are some things for which these counterpart 
funds might be used to buy, I suppose. There is a very good reason 
why we should not go to work and buy a great deal of stuff outside 
of the United States, especially larger items of construction, on which 
industry in this country is in a critical condition. Those things 
should be discussed, and I hope they will be. 

Perhaps we can contribute something in that way. 

General Srewarr. Mr. Chairman, may I present the other side? 
I have a matter of performing my part of this on this OSP, just very, 
very briefly. 

Mr. Taper. Certainly you may. 

(Discussion off the record.) 


OFFSHORE PROCUREMENT OF MILITARY ITEMS 


General Stewart. Mr. Chairman, all I wanted to say about offshore 
procurement of military items is this: We have to the extent we are 
capable of doing so tried to look ahead to see what this mutual defense 
assistance program meant to this sogonay | and how long we might 
have to be involved in carrying it on and how we could bring an end 
to it. These were the conclusions that I reached, at any rate, and 
I offer them for the information of this committee. 

So long as we deliver a military piece of equipment that was made 
in the United States, just that long are we going to be in a position 
of being the only place you can get a Heslacdinent on spare parts. 
There are some exceptions to that. 

So long as we deliver military equipment made in the United 
States and we attempt to keep our friends’ forces effective we are 
more or less in a position of having to in time give them the im- 
proved version of it. 

Now, in an effort to find some way out of this dilemma we have 
used the offshore procurement to stimulate the manufacture of mili- 
tary items in other countries. We have used the facilities-assistance 
program*in an effort to give assistance in making the facilities that 
can produce military equipment. And we have used the mutual 
special weapons program in an effort to achieve modernization within 
aaron that are now receiving aid from us. 

Intelligent use of these three programs gives us a chance to work 
ourselves out of the position we are now in, whereby to keep our 
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friends’ miiltary forces effective we must continue to give them some 
help. 
| appreciate the things that are said, and I have no 
personal opinions, and I am not allowed to have—that is, no personal 
emotions about these things—but I wanted to point out and get on 
the record that the ultimate out under present world conditions of 
this program is to arrange so that the other man can with his own 
type of money provide for himself. The OSP, facilities assistance, 
and the mutual special weapons are the best approaches to that end 
that I know of. 

Thank you, sir. 

Mr. Fenton. I am sorry that I lost the continuity of the hearing by 
being called to another subcommittee meeting this afternoon on the 
Interior Department supplemental. 


KOREAN COAL PROGRAM 


When I arrived here a few moments ago I found our colleague, Mr. 
Andersen, talking about coal. That naturally aroused curiosity in a 
real coal representative. I am just wondering how much procure- 
ment there is going to be so far as the military is concerned, in this 
program, of purchasing coal. 

General Stewart. We have no coal in the military program of any 
sort, sir. 

_ Taser. The coal business would come under the Korean relief 
item 

General Stewart. Yes, sir. 

Dr. FrrzGerarp. Yes, sir. 

Mr. Taser. That is where the coal business was set up. We will 
get to that some time next week. 

Mr. Fenton. That is why I asked that question. 

Mr. Taser. We will not get to it this week. 

Mr. Fenton. Now you are doing something about Korean coal; is 
that right? 

General Stewart. Dr. Fenton, my program is the military-assist- 
ance program, and the only program Pum in Korea is a very small 
training program. The economic aid in Korea is all under the Di- 
rector of the Foreign Operations Administration. 

Mr. Fenton. That is all until the proper time. 

Mr. Taser. That completes what we had on the schedule for today. 

(Discussion off the record.) 


West Berurn Program 


Mr. Taser. The first item you have is West Berlin, I believe, Doctor. 

Dr. FrrzGrratp. That is correct, sir. 

Mr. Taper. Tell us about that. We will not need quite so much de- 
tail as is in the printed material. Tell us a little bit about what the 
cost has been in 1954, what you are doing there, and what the need 
1s for anything of that sort. 

Dr. FrrzGrravp. Mr. Chairman and gentlemen, the West Berlin 
program, of course, is one directed primarily at the support of that 
outpost of freedom which is, as you well know, surrounded by Soviet- 
controlled territory. 
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West Berlin is the entry point for many of the refugees from the 
East. It is cut off from West Germany by 90 or 100 miles of Soviet 
territory. It has a large unemployment problem, an unemployment 
it 87 which, of course, is aggravated by the influx of refugees from 
the Kast. 

During the last 2 years our program in Berlin, both for fiscal 1954 
and proposed for fiscal 1955, is one directed primarily at expanding 
the economic base of that city in order that it may in due course sup- 
port itself and the refugees from the East with its own resources and 
with the resources that are made available from West Germany. 

The West German contribution to the Berlin deficit is something in 
the neighborhood of $300 million a year. That is a subsidy, if you 
like, which West Germany pays to help support the Berlin economy. 

We provided this last year $19 million of supplemental assistance 
to West Berlin and are proposing for your consideration $25 million 
for fiseal year 1955. The contribution for 1955 is both financial as- 
sistance to an economy which cannot at the present time support it- 
self and also, very importantly, a continuing indication of our in- 
terest in the maintenance of that outpost of the West. 

The success of the efforts that we have been making in cooperation 
with the Federal Republic, is indicated I think by a steady decline in 
unemployment, which at one time was over 30 percent and which is 
now down to about 18 percent, in spite of the fact that there is this 
continuing influx of refugees from the East. 

The program has been implemented this year and it would be pro- 
posed to be implemented next year, gentlemen, by shipments of agri- 
cultural commodities to the Federal Republic. The local currency 
developed from the sale of those surplus agricultural commodities in 
the Federal Republic would be used to finance loans for the expan- 
sion of industrial production in Berlin, for some refugee housing, and 

‘finally for some contribution to the assistance to the unemployed in 
West Berlin. 


NEED FOR INCREASED PROGRAM IN WEST BERLIN 


Mr. Taner. Why did you need to increase the allotment for this 
program? It seems to me with a progressing economy, when they 
are getting on a better basis, you should not be asking for an increased 
amount. 

Dr. FrrzGeraip. Mr, Chairman, the reason for the apparent in- 
crease is this: In fiscal year 1954 in addition to the local currency 
generated from the $1 million here shown, there was a carryover of 
local currency generated from previous years’ programs. For part of 
the $73.6 million shown for fiscal year 1953, the counterpart was not 
actually available until fiseal year 1954, so that in terms of counterpart 
—" in fiscal year 1954, it was between $50 million and $55 mil- 
ion. 

Mr. Taser. I did not suppose there was any of that available in 
1954, 

Mr. Wiecieswortu. The table would seem to indicate $19 million 
of appropriations plus $4 million in local currency proceeds. 

Dr. FrrzGeravp. Sir, the $4 million local currency proceeds—— 

Mr. Wicoieswortn. That is included in the $19 million? 

Dr. FrrzGrrap. That is included in the $19 million. 


Mr. O'Hara. It is $4 million from Finland; is it not, sir? 
(Discussion off the record.) 
Mr. Taner. How would local currency be generated in Finland? 
Dr. FirzGrravp. Mr. Chairman, we sold to Finland $5 million 
worth of cotton and tobacco under the provisions of section 550 of 
last year’s Mutual Security Act. As a consequence we acquired title 
to $5 million worth of finnmarks. We are planning to use $1 million 
worth of finnmarks for lumber for reconstruction in Greece. As 
the committee will remember, Greece has had 2 earthquakes in the 
last 12 months, and there has been a very substantial destruction of 
housing and other buildings. 

Mr. Bier How much actual money was in the program for West 
Berlin for 1954, and how much would be used for 1955? 

Dr. FrrzGrravp. As far as dollars are concerned, Congressman 
Gary, in fiseal year 1954 there was $15 million made available directly 
to West Berlin and $4 million of equivalents made available through 
the use of finnmarks. There is proposed for fiscal 1955 $25 million, 
which would be used to purchase agricultural commodities. Those 
agricultural commodities would be sold in the Federal Republic and 
the local deutschemarks counterpart would then be used in Berlin, 
where the expenditures are all in deutschemarks. 


INDUSTRIAL REHABILITATION OF BERLIN 


Mr. Taper. What is the status of the industrial redevelopment of 
Berlin? 

Dr. FrrzGeratp. Perhaps the best indication of the progress that 
is being made in the industrial rehabilitation of Berlin, Congressman 
Taber, is in terms of employment. In fiscal year 1953 average employ- 
ment in Berlin was 763,000. In fiscal 1954 it was 773,000, and the esti- 
mate for fiscal 1955 is 818,000. 

Unemployment has dropped from 250,000 in fiseal 1953 to 185,000 
in the fiscal 1955 forecast. 

Industrial production in West Berlin is 74 percent of prewar at 
this time. It was less than 30 percent of prewar in 1950. 

Mr. Anversen. Doctor, you are making that statement relative to 
West Berlin and not Western Germany ? 

Dr. FrrzGreravp. Did I say “Western Germany ?” 

» Mr. Anprersen. No; you said, “West Berlin.” I want to make sure 
that is correct. You are speaking now just with reference to West 
Berlin? 

Dr. FrrzGrerarp. That is correct, sir. 


POSSIBLE BENEFITS TO EAST BERLIN 


Mr. Taper. Do the folks who live in East Berlin get a good deal of 
the benefits that our pouring in of agricultural commodities into West 
Berlin brings about ? 

Dr. FrrzGerato. Very little, I believe, sir. The major opportunity 
they have is to the extent that a certain number of East Berlin resi- 
dents work in West Berlin and are paid in deutschemarks, Federal Re- 
public deutschemarks, and can buy in West Berlin stores. To that 
extent, of course, they get the advantages of the supplies that are avail- 
able in West Berlin and are not available in East Berlin, not only of 
food but of clothing and of other household and related equipment. 
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The East Berliners are paid in East Berlin about the same number 
of East Berlin deutschemarks as the West Berliners are paid, but 
the exchange rate now between East Berlin deutschemarks and West 
Berlin deutschemarks is somewhere between 4 and 5 to 1, so that the 
East Berliners who are working in East Berlin have very little op- 
portunity or money to buy in the West Berlin economy, sir. 

You will remember, of course, that late last summer and fall when 
the East Berlin and East German rioting occurred, we did at that 
time develop a special program of furnishing food to East Berliners 
and East Germans who at that time were hungry. They were not 
starving but they were very seriously underfed. I think some 614 
million food packages were made available to East Germans during 
that program. 

Mr. Gary. That was Operation Wolf, was it not? 

Mr. O'Hara. Operation Reindeer was $13 million, and East Berlin 
was $3 million. 

Dr. FrrzGeratp. East Berlin was more than $3 million. East 
Berlin was $15 million, as I remember it. 

Mr. Gary. Operation Reindeer was $13.5 million. Operation Wolf 
was $3 million. 

Mr. Murrny. It cost in the neighborhood of $15 million, but the 
reason it was not on this list is that it was financed with economic 
assistance money and not military assistance. 

Mr. Taser. It would hardly seem from the progress that has been 
made in reducing unemployment that we ought to be increasing the 
amount. That is the question I would like to pose to you. 


EXPLANATION OF DOLLAR INCREASE IN AID TO BERLIN 


Dr. FrrzGeratp. May I again, come back, sir, to an earlier comment 
I made? Congressman Gary asked about the funds that were avail- 
able in 1954 as compared to those requested for 1955, and I replied 
to him in terms of dollars. 

Now, in addition to the dollars made available in 1954 directly and 
the dollar equivalents made available through Finland, there was also 
carried over from fiscal 1953 for Berlin some $12 million to $15 
million worth of deutschemarks from the $50 million made available 
late in fiscal 1953. The dollar equivalent of all the deutschemarks 
that were committed for Berlin in fiscal 1954 was somewhere between ” 
$50 million and $55 million. 

The request for fiscal 1955 of $25 million does, therefore, represent 
a reduction from the funds committed in fiscal 1954. 

ers Wiccreswortn. There are no deutschemarks available for 
1955 

Dr. FrrzGrravp. There will be no deutschemarks carried over from 
fiscal 1954 to fiscal 1955 which are not already programed, sir. 

Mr. Gary. As I understand it, this program is purely a commodity 
program ? 

Dr. FrrzGeratp. Yes, sir. The dollars will all be spent for com- 
modities. 

Mr. Gary. Are they United States commodities ? 

Dr. FrrzGrraxp. I do not see any reason for change. It will be 
all agricultural commodities. 
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Mr. Gary. Purchased in the United States? 

Dr. FrrzGrratp. Yes, purchased in the United States. 
Mr. Gary. Out of our surpluses ? 

Dr. FrrzGera.p. Yes, sir. 


WEST GERMANY AID TO BERLIN 


Mr. ANpDERSEN. The recovery in West Germany, as you know, Doc- 
tor, has been very remarkable. In that case why would they them- 
selves not be able to help out more in West Berlin, rather than expect 
too much of us? 

Dr. FrrzGeratp. The Federal Republic, Congressman Andersen, 
is also increasing its contribution to the support of West Berlin. 

Mr. Anpersen. I should hope it would, because its economy today, 
according to what we noticed last fall has risen to 135 percent of the 
level in 1938, prior to World War II. 

I have a lot of respect for the German people. They work long 
hours. They get things done. That is the difference between them 
and the French. The French are in difficulty, because, in the first 
rlace, they do not want to work too hard and in the second place they 
ais a poor tax tystem and a weak Government. 

Germany has made wonderful progress towards recovery, but it 
leads me to feel that West Germany itself could take care of more of 
the West Berlin load, could it not ? 

Dr. FrrzGreravp. That question you pose, Mr. Andersen, has been 
very carefully considered. The Federal Republic is contributing 
very substantial sums. They run the equivalent of over $250 million 
a year. That contribution by the Federal Republic is increasing. 

It was our considered judgment that some further assistance from 
the United States in fiscal 1955 would accomplish tw» purposes. In 
the first instance, it would enable us to continue to encourage an in- 
creasing contribution from the Federal Republic. 

Mr. Anpersen. You are looking into that feature of it? 

Dr. FirzGrratp. Yes, sir; we certainly are. 


OPERATION OF COUNTERPART FUND 


Mr. Forp. I just want to be clear on one point, Dr. FitzGerald. This 
$25 million which is proposed for fiscal year 1955 is to be used for the 
purchase of commodities, primarily for the aid of the domestic situa- 
tion in West Berlin? 

Dr. FrrzGrratp. That is correct, Mr. Ford. The commodities are 
purchased in the United States, sold in the Federal Republic, and 
the counterpart equivalent of $25 million in deutschemarks is then 
used in Berlin for investment loans to industry and for the other pur- 
poses indicated. 

Mr. Forp. Who has control of the funds which are generated? Do 
we have a Board of Directors which allocates these funds? 

Dr. FrrzGerap. Yes, sir. The funds are counterpart funds, and 
cannot be expanded by the Federal Republic without our approval and 
agreement. 

We have in West Berlin an informal United States committee which 
reviews all proposals for allocation of these funds and for loans to 
particular industries, which is the primary use that is made of them. 
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We had a retired president of the Federal Reserve Bank in Minne- 
apolis looking into the situation in West Berlin about 6 months ago, 
and he was very well satisfied with the way in which the deutsche- 
marks were being used and being made available to West Berlin indus- 
try on a loan basis. I could get you that report if you would be 
interested in it. 

Mr. Forp. Are most of the deutschemark funds distributed on a 
loan basis? 

Dr. FrrzGerarp. Yes, sir. 

Mr. Forp. Or primarily on a grant basis ? 

Dr. FrrzGrravp. They are distributed mostly on a loan basis. They 
are loaned to Berlin industries for expansion and rehabilitation. 

Mr. Forp. Is the rate of repayment satisfactory ? 

Dr. FrrzGerrap. It has been so far. Of course, the volume of re- 
payment is still very small. 

Mr. Forp. What has been the total amount that has been available 
under this program, the deutschemarks program ? 

Dr. FrrzGerrarp. For loans? 

Mr. Forp. Or grants—the combined total. 

Dr. FrrzGeraup. May I submit it for the record, because I do not 
have the cumulative account. 

Mr. Forp. Could you also show the total amount that has been 
available and the total amount that has been loaned out or granted, 
and some figures which would indicate the repayment rate? Perhaps 
that would be in the report that the gentleman made you that you 
mentioned a few minutes ago. 

(The information requested is as follows :) 


Cumulative status of West Berlin counterpart programs as of May 31, 1954 


{1,000 deutschemarks] 
Programed | Committed 
1. Long-term investment loan programs__ 944, 249 840, 858 
3. Working capital credits programs....... . ........-....----.--..-.-.-- 4 55, 000 49, 298 
6. Other programs. 407, 850 | 262, 703 


The record of loan repayments under these programs has been good. Repay- 
ments to the counterpart account from programs 3 and 4 above total 85 million 
deutschemarks. Programs 2, 5, and 6 above are not loan programs, and therefore 
do not involve repayments. A large proportion of the loans made under the long- 
term investment loan programs were made prior to the Zablocki amendment and 
thus repayments are made to the German Government rather than to the counter- 
part account. Because of the long-term nature of loans under this program re- 
payments have not yet assumed significant proportions. 


BERLIN REFUGEE PROGRAM 


Mr. Gary. In taking care of these refugees, are you using the camps 
that they used for the Tisplaced persons after the war? 

Dr. FrrzGerarp. I would like to check on that. Specifically, the 
refugees are handled by the Federal Republic and the Berlin Senate. 
We do not have any direct management, or control, or obligation for 
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housing or feeding or clothing or training East German refugees. I 
can find out if you wish, sir. I think most of them in West Berlin 
are housed in special refugee buildings. When they are moved over to 
the Federal Republic, they are largely moved into the economy of 
the country after short sojourns in staging camps while integration 
procedures are being followed. 

Mr. Gary. I was speaking with reference to West Berlin. I visited 
some of the displaced-persons camps in West Berlin shortly after 
World War II, and I just wondered if you were utilizing the same 
facilities for taking care of these refugees. 

Dr. FrrzGrravp. I will find out specifically what camps are being 
used and put it in the record. 

(The information requested is as follows :) 


USE OF FORMER DP CAMPS IN BERLIN 


Some of the old DP camps are still being used, although they represent a small 
fraction of all the facilities which had to be pressed into service in recent years, 
particularly during the peak intlux of early 1955. During that spring, when the 
flow of East German refugees into West Berlin reached a peak of almost 50,000 
a month, there were over 100 refugee camps operating in West Berlin. These 
camps consisted of every available shelter which could be used to house the 
refugees, including vacant or bombed out factories, warehouses, or any other 
structure that could be patched up to provide some sort of shelter. Some of these 
camps accommodated as few as 35 refugees, other as many as 3,000. The older 
DP camp installations that were still available were put to use, although many 
had already been reconverted to commercial use (factories, etc.) and so were 
not usable as refugee housing. Since the spring of 1953, arrivals of Fast German 
refugees in West Berlin have dropped to about ten to fifteen thousand a month 
and some 30 or more of the smaller and less suitable camps in West Berlin bave 
been vacated. 


DIRECT UNITED STATES AID TO REFUGEES IN GERMANY 


The United States Government does not normally carry on any continuous 
direct-assistance activity on behalf of the approximately 2 million Mast German 
refugees or the 8 million German ethnic expellees in West Germany. These are 
oll German citizens and constitute an internal German problem which the United 
States has helped Germany to solve in an indirect fashion by means of general 
economie aid which has contributed toward raising the level of West Germany's 
economic activity so as to be able to absorb them irmternally. However, the 
United States has made two lump-sum grants to help meet the need when the 
situation became particularly acute. The first of these was a grant of S300,000 
which was given in the spring of 1953, when the influx of East German refugees 
reached a peak of almost 50,000 a month, to help in the rehabilitation of the 
unaccompanied youth who constituted about 20 percent of the refugee influx. 
This grant was made from United States escapee program funds and was used 
in 200 youth homes to provide housing, schooling, and apprenticeship training 
in West Germany and West Berlin. The second was a grant of $15 million of 
mutual security funds made in the summer of 1953, to be used in the construe- 
tion of housing for German refugees in West Berlin and West Germany. 


UNITED STATES AID TO NON-GERMAN REFUGEES 


The United States Government does carry on a continuous direct-assistance 
program, however, on behalf of non-German refugees in West Berlin and West 
Germany and elsewhere inn Western Europe. This is done through the United 
States escapee program which supplements the assistance provided by local 
governments and private voluntary welfare organizations to meet the needs 
of recent Iron Curtain escapees (not including East Germans) who arrive in 
the West. There are now about 5,200 of these escapees receiving assistance under 
the escapee program in West Germany and Berlin; and an additional 2,700 have 
already been reestablished in other countries under resettlement projects 
carried out by the escapee program in West Germany and Berlin. 
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NonMILITARY ProGRam in SPAIN 


Mr. Taser. The next item is Spain. Dr. FitzGerald, you may 
proceed. 

Dr. FrrzGeravp. The nonmilitary program for Spain, Mr. Chair- 
man, for fiscal year 1955 is $30 million. The program for fiscal year 
1954, nonmilitary, was $85 million. 

Of the $85 mi'lion available in fiscal year 1954, Mr. Chairman, all 
was obligated except just under $500,000. As the committee will 
remember, the Congress had appropriated in years prior to fiscal 
year 1954, $75 million for Spain, making it contingent upon satis- 
factory agreement between the Spanish Government and the United 
States Government in respect of base rights, and in respect of a 
MDAP program, and in respect of an economic-aid program. 

The funds carried over aa reauthorized by the Congress for fiscal 
year 1954 amounted to $75 million. There was in addition to the 
$75 million carried over, $10 million from fiscal year 1954—new ap- 
propriations, making the total of $85 million that was available dur- 
ing the fiscal year just ended. 

The whole Spanish program is, of course, directly related to our 
interest in military bases in that strategic territory, and the eco- 
nomic program is to be substantially for the purpose of supporting 
on the economic side the costs to the Spanish economy which will be 
involved in that base construction program. 

As the committee may remember, these agreements were in negoti- 
ation at the time we laid the matter before you last year. They were 
signed on September 26, 1953. Among other provisions of those 
agreements, arrangements were included for use of a substantial part 
of the counterpart from the defense-support program for paying 
part of the local currency costs of base construction. That arrange- 
ment, of course, will correspondingly reduce the dollars that will be 
required to pay for the construction of the bases, in which we have 
such a vital interest. 

The Spanish economy is very thin. It has been particularly hard 
hit in the last 12 months by a very bad drought. 

In 1953 that drought reduced Spanish wheat production by over 
1 million tons and required the Spanish Government to use around 
$80 million worth of its foreign-exchange resources for imports of 
wheat. It was further hit by very severe frost early this spring which 
did about $50 million worth of damage to the citrus crop, which is 
one of its main exports. 

The Spaniards now believe that their foreign exchange earnings 
from the citrus fruit crop will be reduced by at least $50 million. 

Mr. Taser. Are there any droughts anywhere else in the world? 

Dr. FrrzGeratrp. In fiscal year 1953, sir? 

Mr. Taser. Yes. Did not the FOA find them ? 

Dr. FrrzGrrap. Well, we did not look for them. They just come 
up and show themselves to us without any effort on our part at all. 

The other serious drought in the calendar vear 1953 was in Yugo- 
slavia. There was a drought in Liberia and a drought in Jordan. 

Mr. Taner. Did we take care of all of them ? 

Dr. FrrzGrratp. Yes; we did. Asa result, we have somewhat less 
wheat on hand than we would have had in the absence of those 
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droughts. Some of the statistics on the Spanish economy you will 
find, sir, on page 103. 

Mr. Wiceiesworrn. This table on page 107 purports to give a 
breakdown, $15 million for food and $12,500,000 for industrial im- 
ports and $2,500,000 for transportation and technical exchange, but 
I notice the column is headed “Requirements for 1955 Illustrative.” 
So I assume this table really does not mean very much in terms of 
what you will do specifically if this money is provided; is that 
correct ¢ 

Dr. FirzGrratp. That is correct, Congressman Wigglesworth, in 
the sense that it is not possible at this stage of the fiscal year to fore- 
cast with complete precision the requirements as they will develop 
during the course of the balance of the 12 months. 


BASIS FOR ESTIMATE 


Mr. Taser. How did you arrive at this $30 million estimate? 

Dr. FrrzGeravp. In our negotiations for base rights the Spaniards, 
of course, were interested in what assistance they could get, both in 
improving their own military forces and economic assistance that 
might result from their giving us base rights. 

(Discussion off the record.) 

At the time the figure was arrived at, it was believed that economic 
assistance of this magnitude would about offset the inflationary effects 
of the base construction. These, of course, are estimates, as you can 
understand. 

Mr. Wicetesworrn. Is this one of those dollar-deficiency compu- 
tations? 

Dr. FrrzGreravp. This is in part a dollar-deficiency computation, 
but more a computation of the probable inflationary effect of the 
expected base construction costs in Spain. 


ECONOMIC ASSISTANCE DELIVERIES 


Mr. Wiceteswortn. I notice as of March 31 you had something like 
$28,500,900 in the pipeline and 8 months later that increased to 
$82,500,000, so if you add that to the $30 million proposed here, it 
means that you are going to have $112,500,000 available—— 

Dr. FirzGeravp. For deliveries in fiscal year 1955 and later; that 
is correct, sir. 

Since the agreements were not signed until September 26, and since 
after the signature of the base agreement a certain amount of time 
was required in working out an agreed program of economic assistance 
in Spain, obligations tended to peak up in the last 3 months of this 
fiscal year. There will be, as indicated by this table on page 107, 
an undelivered pipeline of some $82 million on June 30, 1954. This 
includes about $10 million of the loan made in 1951. 

Mr. Wiageieswortu. When did you start these deliveries? 

Dr. FrrzGrravp. The deliveries of economic assistance started this 
fiscal year, but most of the deliveries will take place in fiscal year 
1955, and some in later fiscal years. 

os Wieatesworru. How much did you deliver in the 1954 fiscal 
year 
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Dr. FrrzGeravp. Fiscal year 1954 expenditures are estimated at 
$28 million, about $12,500,000 from economic assistance and $15,- 
500,000 of the old loan. 

Mr. Wiceieswortu. Do you really think that you are going te*de- 
liver anything like $112,500,000 in 1955? 

Dr. FrrzGeratp. Our delivery estimates for fiscal year 1955 are 
$63,200,000, including the balance of $10 million of the loan. 

Mr. Wiccteswortn. Why do you need $112,500,000? 

Dr. FrrzGrratp. Let me answer the question in this way: Our 
request for fiscal year 1955 is $30 million. 

Mr. Wiceresworrn. And you have $82,500,000 in the pipeline un- 
delivered, and you say that you expect to deliver $63 million in the 
fiscal year 1955. 

Dr. FrrzGeratp. The deliveries in fiscal year 1955 are against the 
economic-assistance program, except for the last $10 million of the 
loan. In this table shown on page 107 there is also a part of the 
funds that were made available to Spain on a loan basis in the fiscal 
year 1951. Part of this undelivered pipeline as of March 31, 1954, 
and June 30, 1954, represents the undelivered portion of the pur- 
chases made in the United States under the $62,500,000 loan. 

The situation is that we will have expenditures and deliveries during 
the fiscal vear 1954 of $28 million, expenditures and deliveries in the 
fiscal year 1955 estimated at $63 million, thus spending all the remain- 
ing loan and leaving an undelivered pipeline of economic aid as of 
June 30, 1955, of $49,300,000, against the $115 million of aggregate 
economic aid provided for in the fiscal years 1954 and 1955. 

Mr. Wiceteswortu. Well, if you are going to deliver $63 million, 
does that mean there is $26 million of loans in the total? 

Dr. FrrzGrravp. That is correct for the June 30, 1953, pipeline. 
I regret this table has those loans in there and they are not dis- 
tinguished. We can have for you in the morning a breakout of the 
loans and the status of the deliveries against those loans. 

(The table referred to above is as follows :) 


Spain 
{Million dollars] 
Muturl de- 
Total 1951 loan fense support 
Fstimeted expenditures, fiscal year 1954_______ 28.2 15.7 12.5 
Fstimated expenditures, fiseal year 1955___.....-.._----.----- €3.2 | 10.0 53.2 


Mr. Wicetesworrn. I do not yet understand why you need the $30 
million requested. If you have a carryover, I would think that you 
could take out the $30 million and still earry out your program. 

Dr. FrrzGrratp. That would create a break in the program that 
we are proposing to develop with Spain for the fiscal year 1955. It 
is true, as in all programs of this kind, that actual deliveries and ex- 
penditures do not coincide with the fiscal year in which the appropria- 
tion is made. We have in a somewhat less accentuated form the same 
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problem the Defense Department has, in that we obligate by working 
out a joint program, with the Spaniards in this particular instance, 
and the inevitable lag in procurement and deliveries results in some 
carryover of unexpended funds into the succeeding fiscal years. 

Mr. Wiceieswortn. Well, on the basis of $63 million deliveries, 
that would give you a pipeline of over 4 months, would it not ? 

Dr. FrrzGerap. Sir, $28 million will be delivered in the fiscal year 
1954, has been delivered so far, against the $85 million and the old loan, 
Of the new aid available in the fiscal year 1954, deliveries were $12, 
500,000, so the undelivered balance of the $85 million aid for fiscal 
1954 is $72,500,000. 

Mr. Wieetesworrn. If you are going to deliver $63 million in the 
fiscal year 1955, that means that your carryover is equivalent to a 
pipeline of something over 4 months—over a third. 

Ir. FirzGeravp. That is correct. Even for shelf items such as cot- 
ton, or fuels, industrial raw materials, a 4 months’ pipeline is a rela- 
tively short one. 


SUFFICIENCY OF BUDGET ESTIMATE 


I would like to make another comment on Spain. The proposed de- 
fense support aid of $30 million for the fiseal year 1955, which we have 
submitted for your consideration, was prepared before the heavy frost 
which did such very extensive damage to the citrus fruits in Spain. 
A loss of some $50 million of foreign exchange that we had anticipated 
Spain would earn with its own resources, was not taken into account 
when this $30 million figure was developed, and my own personal 
opinion, for what value it is to the committee, is that our figure for 
Spain is extremely tight indeed. 

Mr. Gary. This $30 million is under the commodity program ? 

Dr. FrrzGerarp. Yes. 

Mr. Gary. The $30 million will be used to buy surplus agricultural 
products in this country and 

Dr. FrrzGrratp. Our current estimate is about half the $30 mil- 
lion will be used to buy surplus agricultural commodities in the 
United States and the other half will be used to buy fuels and in- 
dustrial raw materials and capital equipment, primarily. 

Mr. Murreny. I would like to point out here, sir, a very important 
aspect in Spain is that a substantial part of the counterpart that 
is deposited as a result of the sont imports into Spain does 
go for the use of the United States in the base construction program, 
unlike the situation in most other countries. 

Mr. Forp. When did this frost take place ? 

Dr. FrrzGerap. In late January 1954. 

Mr. Forp. Subsequent to making up this program ? 

Dr. FirzGeratp. Yes. It represented a very serious blow to the 
Spanish prospects for the current year. : 

Mr. Rooney. Do you have in the record when this budget wa 
made up? 

Dr. FirrzGeratp. These data were made up in December. 

Mr. Forp. December of 1953? 

Dr. FrrzGrerap. Yes. 

Mr. Rooney. All of the economic figures in this budget ? 

Dr. FrrzGrrarp. Yes. 

49755—54——7 
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POSSIBLE USE OF SECTION 550 FUNDS FOR SPAIN 


Mr. Forp. Let me ask you at this point, with regard to this flexi- 
bility which exists under the proposed authorization bill, would that 
permit you in this kind of a situation under the section 550 funds 
to make certain changes in a country such as Spain? 

Dr. FrrzGeravp. Yes; it would, sir. 

(Discussion off the record.) 

Mr. Forp. Suppose this committee for one reason or another de- 
cided to give no funds to Spain. This is purely an illustration. 
Could the executive branch in its wisdom take funds from other sources 
under the flexibility provision and put them into Spain? 

Dr. FrrzGeratp. Legally it could. However, the Executive would 
be influenced very greatly, by the position of Congress had taken in 
respect to any proposed program. 

Mr. Forp. The egal authority would exist, although it would be a 
policy matter that would probably stem from whatever action the 
Congress took ? 

Dr. FrrzGrratp,. Certainly, if the Congress were, for example, not 
to make any provision, or explicitly say that the Spanish situation is 
such that it does not look to the Congress as if assistance were needed, 
I am sure the Executive before undertaking to do anything with re- 
spect to that would want to consult with Congress and go over the 
situation again. 

Mr. O’Hara. I think that we might also point out that the timing 
of the delivery of material here is directly related to, and has been 
taken into account, in the proposed financing for military public 
works construction of our bases in Spain. The time of availability 
of counterpart, including the proceeds of the sale of agricultural 
products, has to be taken into account in getting those bases com- 
pleted and in determining how much is requested in appropriations 


for base construction that is in the bill before the other subcommittee 
now. 


BASE-CONSTRUCTION PROGRAM IN SPAIN 


Mr. Forp. Is that base-construction program actually underway 
now ¢ 

Mr. O'Hara. Yes; it has been, and we have not yet had local cur- 
rency available, but we will get some very shortly now to pay for those 
local costs. 

Mr. Forp. When was that program actually initiated ? 

Mr. O’Hara. I think that the first actions there that involved 
the spending of money toward those bases occurred in late April, or 
early May. 

Mr. Forv. How long a period of time does this program expect to 
run—the construction program ? 

Mr. O’Hara. I believe the major elements of the construction pro- 


m to be accomplished there would run at least the next 2 years— 
e next 24 to 26 months. 


YUGOSLAVIA 


Mr. Wiceieswortu. The next country seems to be Yugoslavia, for 
which there is a request for direct forces support and for defense 
support. 
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Just for the record, what is the dividing line between the two 


types of aid? 

Dr. FirzGeratp. The direct forces support in this particular in- 
stance is what we have previously referred to as common use. It 
is civilian supplies that move directly into the Military Establish- 
ment, such as petroleum, Defense support is assistance furnished in 
terms of commodities that go into the civilian economy, and the local 
currency is then available in Yugoslavia for either economic uses, 
which tend to build up the economy, or in some instances are allocated 
to defense expenditures. 

Mr. Wiaeieswortrn. What are the comparable expenditure figures 
in 1954 for these two items? 

Dr. FrrzGeratp. The estimated expenditures for fiscal 1954 are 
$65.4 million. 

Mr. Wiceirswortn. For which? 

Dr. FrrzGrravp. For Yugoslavia. 

Mr. WiccieswortH. Does that represent the expenditures under 
both categories in fiscal 1954, or only one? 

Dr. FirzGrratp. Under defense support and section 550. 

Mr. Wicec.teswortu. Only defense support in the amount of $65 
million? 

Dr. FrrzGrrarp. $65,400,000, including section 550. That, how- 
ever, includes 1 month of estimates, Mr. Wigglesworth. 

Mr. WiceLeswortn. Tell us, if you will, why you need these items? 

(Discussion off the record.) 

Mr. Gary. Mr. Chairman, what do the parentheses “(30)” and 
“(-5)” mean? What is the significance of those in that table on 
page 120? 

Dr. FrrzGeravp. Of the $60 million of defense support in fiscal year 
1954, half of that was furnished to Yugoslavia by way of section 550. 

We sold, in the aggregate, $35 million worth of surplus agricultural 
commodities. 

Mr. Gary. That means that the $30 million is included in the $60 
million 

Dr. FirzGrraxp. It is included in the $60 million; yes, sir. 

Mr. Gary. What is the situation with regard to the minus figure?’ 

Dr. FrrzGrravp. In addition to the $30 million of local currency 
sales proceeds which were made available for defense support, an 
additional amount in local currency is being made available to the 
a aay of Defense for offshore procurement in Yugoslavia. 

fr. O'Hara. That is part of the $81 million, Mr. Gary, to which I 
referred earlier, as a source of financing our offshore procurement con- 
tracting included in our program. 

Mr. Wiceiesworrnu. If I understand what you said, and I guess it 
is reflected in the table on page 123, you lump these two requests 
together, and it gives you the proposed figure, in addition to which 
there is an estimate for undelivered pipeline as of June 30, 1954, giv- 
ing the total available for delivery in fiscal 1955. 

Jr. FrrzGerarp. Yes, sir. We have practically no pipeline at all 
in Yugoslavia. 

Mr. Wiaceteswortn. Your actual deliveries in 1954 were $65.4 
million? 

Dr. FrrzGerarp. $65.4 million is our estimate for fiscal 1954, and 
that includes the month of June for which we do not have the final 
records in as yet. 
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Here, again, Mr. Chairman, it is contemplated that about half 
of the program will be delivered as surplus agricultural commodities, 
(Discussion off the record.) 


DEFENSE FORCE SUPPORT PROGRAM 


Mr. Wiccreswortn. Why are we putting in an amount for defense 
a support in 1955 when we put in nothing for that purpose in 
1954 

Dr. FrrzGeratp. We are attempting in fiscal 1955, Mr. Wiggles- 
worth, to more clearly identify the purposes for which the aid is to 
be made available. In fact, in fiscal 1954, a substantial proportion of 
the defense support was a direct forces support. The sum of about 
$20 million in fiseal 1954 was used for “common use” materials which 
went directly into the support of the Yugoslavia military establish- 
ment. 

We did not have that breakdown in the fiscal 1954 program and 
so it is shown as a lump sum of $60 million under “Defense support.” 

(Discussion off the record.) 


NEED FOR IMPORTING AGRICULTURAL COMMODITIES 


Mr. Taner. Dr. FitzGerald, Yugoslavia used to be a self-supporting 
country from an agricultural standpoint. I wonder what the trouble 
is today. 

Dr. FivzGeravtp. Well, No. 1, sir, Yugoslavia has always been a 
large importer of cotton. It grows practically no cotton. 

Mr. Tarver. Well, that is, of course, true. 

Dr. FrrzGrratp. So, that would account for some of this proposed 
food and agricultural importation, and the other illustrative pro- 
gram includes some $7 million for bread grains. 

Mr. Tasrr. They used to export grain. 

Dr. FrrzGeravp. They used to export grains; that is true. How- 
ever, two things have happened in Yugoslavia, Mr. Taber: 

No. 1 is that there has been a very substantial shift in consumption 
from corn products to wheat products in the postwar years, and per- 
capita consumption of wheat, in part, because of the shift, has in- 
creased about one-third in the last 5 or 6 years. I should also like to 
point ont that there has not been the maintenance of wheat produc- 
tion in Yugoslavia which we believe could have been obtained if other 
policies had been followed in Yugoslavia in the immediate postwar 

ears. 
7 Mr. Taper. Have they not gotten back to the point yet where they 
are allowing the farmers to run their own farms? 

Dr. FrrzGrrarp. Sir, they have moved toward more private own- 
ership, and private management of the agricultural lands, but it will 
take a year or two before the return of those lands to the operators— 
to the farmer himself—will significantly contribute to increased 
production, 

The Yugoslavia economy, as I also mentioned earlier, sir, in a 
somewhat Joking way, has been affected 3 times in the last 4 years by 
a very serious drought. 

There was a drought in 1950; there was a drought in 1952; there 
was a drought in 1953. The drought last fall—summer and fall— 
was so serious that only about 80 to 85 percent of the land normally 
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lanted to wheat—it is a winter wheat country—was planted last 

all, and production in this calendar year of wheat seeded last fall is 
going to be substantially below normal because of inability to get the 
normal acreage planted. 

One of the ways in which we made some contribution to this situa- 
tion was to ship some 10,000 tons of spring wheat into Yugoslavia last 
February which was distributed for spring planting. ‘That will make 
some contribution to the short fall in winter wheat planting, and pro- 
duction, but spring wheat yields are not nearly so good as winter 
wheat yields in Yugoslavia, and it will not begin to make up for the 
loss of wheat harvested this year, growing out of the decline in plant- 
ings. 

My own feeling is that with the increase in consumption of wheat 
and the shift to wheat from corn consumption, Yugoslavia will, for 
the next 4 or 5 years, need to import several hundred thousand tons 
of wheat a year in order to meet its consumption requirements, even 
though we now expect that wheat production within the country will 
expand steadily. 

r. Taser. You stated that they have been shifting from corn con- 
sumption to wheat consumption, 

Dr. FrrzGrratp. Yes, sir. 

Mr. Taper. Why is that? Is it because we sent all that wheat over 
there? 

Dr. FirzGreratp. No; not entirely, Congressman Taber. A switch 
from the consumption of corn to the consumption of wheat as food is 
occurring in most _— where corn consumption used to be heavy. 
For example, in Italy the same trend has been indicated. The prefer- 
ence of the consumer, if he has the resources to buy, is for wheat bread, 
rather than corn, and the consumption of wheat, as a consequence, is 
going up in all areas, not only where it is being substituted for corn, 

ut in a number of parts of the world where it is being used more and 
more in place of rice, 

In the case of rice, of course, there is a difference in the cost. Rice 
tends to be a good deal more expensive than wheat, and wheat flour, 
So, there has been an economic incentive in those areas to switch from 
the consumption of rice to the consumption of wheat in the old rice- 
consuming territories. 

Mr. Taser. Do they raise field corn in Yugoslavia? 

Dr, FirzGerap. Oh, yes, sir, and they export it. 

Mr. Taper. They do? 

Dr. FitzGrrarp. They traditionally export a good deal of corn and 
are exporting corn this year. 

Mr. Taner. Well, if I had a lot of corn, and had been used to eating 
it, there is not anything which would take me away from it, if I were 
raising it and had plenty of it. I do not believe anything would 
divert me into some other line. 

I do not understand that philosophy, or that approach. It cer- 
tainly would not go with me. 

Dr. FrrzGrratp. I am not sure that I could explain it, Congress- 
man Taber, any more than I have. 

Mr. Taser. I do not believe you could. 

Dr. FrrzGrrarp. I do not believe that I could explain it other than 
to indicate to you that it is what is happening in Yugoslavia. They 
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are switching from corn to wheat. One of the reasons for it, of course, 
is that there are more people living in the cities now proportionately 
than living in the country. The movement of people from the coun- 
try to the city does result in a change in their eating habits, and they 
do consume more wheat and wheat flour, as city dwellers, than they 
used to consume when they were on the farm and growing their own 
food supplies. 

Mr. Gary. Off the record. 

( Discussion off the record.) 

Dr. FrrzGeraip. As you know, Mr. Chairman, there are two items 
in this particular area which are down here, subject to whatever ac- 
tion the Congress finally takes on them; and they are the United King- 
dom figure, and the technical-exchange figure. I understand the com- 
mittee wants to wait until the Congress has finally acted first, before 
going into those items. 

Mr. Taser. We will not take that up unless it is put in. 

If they are put in we will take them up, and consider them, but not 
otherwise. 

Dr. FrrzGeravp. Yes, sir; I understand that. 

Mr. Taser. How much money do you have involved in this techni- 
cal-exchange item ? 

Dr. FrrzGeravp. $7.5 million, sir. 

Mr. Taser. Well, we will not take that up. 

Dr. FrrzGeratp. We have $7.5 million now, as compared to around 
$15 million last year. It represents a reduction. 

_ Mr. Taser. We will not take those items up unless the Congress 
authorizes them. If they do, we will give you a hearing on them, but 
otherwise we will not. 

Dr. FrrzGeraip. I understand, sir. 

Mr. Taner. The committee will adjourn until 10 o’clock tomorrow 
morning. 


Fripay, 9, 1954. 
Near East, Sourn Asta, AND AFRICA 
WITNESSES 


HON. HENRY A. BYROADE, ASSISTANT SECRETARY OF STATE FOR 
NEAR EASTERN, SOUTH ASIAN, AND AFRICAN AFFAIRS 

NORMAN S. PAUL, REGIONAL DIRECTOR, NEAR EAST, SOUTH ASIA, 
AND AFRICA, FOREIGN OPERATIONS ADMINISTRATION 

RICHARD LIPPINCOTT, PROGRAM OFFICER, ONEA, FOREIGN 
OPERATIONS ADMINISTRATION 

ARTHUR E. GARDINER, POLITICO-ECONOMIC ADVISER, BUREAU 
OF NEAR EASTERN, SOUTH ASIAN, AND AFRICAN AFFAIRS, 
DEPARTMENT OF STATE 

LOUIS E, FRECHTLING, PROGRAM OFFICER, OFFICE OF THE SPECIAL 
ASSISTANT TO THE SECRETARY FOR MUTUAL SECURITY AFFAIRS, 
DEPARTMENT OF STATE 


Mr, Taner. Mr. Byroade, you are here to talk about the Near East, 
South Asia, and Africa. Do you have something you would like to 
say to us at this time? 
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GENERAL STATEMENT 


Mr. Byroape. I could make a general opening statement on perhaps 
some of the major political problems in the area, if you would be 
interested in that. 

Mr. Taser. Su pore you go ahead. 

Mr. Byroapr. T is is a trouble area of the world; yet I think we can 
report progress to you since we were here last year. I think in large 
measure that progrece is due to the tools you gave us last year and 
particularly the flexibility you gave us. The funds for this area are 
appropriated on an area basis, so that there is discretion in the hands 
oF the President in the utilization of the funds. I think that is the 
most important thing I would like to stress to this committee. I am 
sure that flexibility is proving to be in the interest of the United 
States and I think by examples within this area we can prove that is 
true. 

GREEK AND TURKISH PROGRAMS 


Some parts of the area have probably moved along faster than we 
thought. I would like to point first to the Greek and Turkish pro- 
grams. I think everyone will admit the building of strength in that 
area has been a tremendous success. I think it is interesting to look 
upon this from the viewpoint that building points of strength has 
i contagious about it; it tends to grow. 

With the strengthening of Greece and Turkey, we have in process 
today moves toward a military alliance in formation between Turkey, 
Greece, and Yugoslavia. I am sure that could not have happened 


unless you had a strong Greece and Turkey. 

Moving in the other direction, you see the Turkish-Pakistan agree- 
ment which I think is the most important development that has come 
to the Middle East ina long time. I think that move towerd the 
defense of the area will grow. I believe other states will join in this, 
and for the first time we will start a sound type of defense arrange- 
ment in the Middle East. 


IRAN 


Since last year, we can point to a better situation in Iran. The oil 
settlement there has not yet been obtained; nevertheless a govern- 
ment has come in that has maintained stability and is negotiating for 
an agreement in earnest with the oil companies. I think that matter 
will be resolved one way or the other fairly shortly. I think the 
chances are it will be solved successfully. 

When I mentioned the need of flexibility, I think Iran is a good 
example. We had there a situation in which Iran was nearly lost to 
the free world. There was a change, however, and a government came 
in that looked as though it could maintain stability and would be 
reasonable about a practical oil settlement. But when that govern- 
ment came in, its coffers were absolutely empty. I am convinced, no 
matter what their determination might have been, that without our 
assistance that government would not be in power today. The 
flexibility you gave us allowed the President to meet immediately 
that type of emergency, and Iran today is certainly a different Iran 
from that of a year ago. 
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EGYPT 


In Egypt, while the dispute there has dragged on much too long, I 
think we aks a right to be optimistic. Formal negotiations are not 
at the moment underway, but I think they certainly will start soon 
again between the British and Egyptians, and I think the chances are 
an agreement can be reached there rather quickly. 

(Discussion off the record.) 


RELATIONS BETWEEN ISRAEL AND ARAB STATES 


There are other things in the area that I cannot be so optimistic 
about. Certainly we have failed to better the relations between Israel 
and the Arab States over the past year. I think that is a very dan- 

erous situation. The border areas are more tense. There is a possi- 
bility of open hostilities always present in that situation. And it is 
a situation which could undo, I think, all of the effects of the con- 
structive developments I have been talking about. 

We feel that Soviet Russia has ieniied to make it appear to the 
Arab world that she is their champion against Israel. She has vetoed 
twice in the Security Council recently resolutions on this matter which 
the Arabs wished vetoed. We believe Russia is trying to appear as the 
friend and champion of the Arab States. We think her motives are 
quite different and are just the opposite. We believe she will veto 
anything that will appear constructive toward decreasing tension in 
that area. 

(Discussion off the record.) 

Mr. Taner. You are not asking for any military funds this year? 

Mr. Byroapr. That is correct for the Arab States. We are sug- 

sting new appropriations for Greece, Turkey, and Iran. I think 

eneral Stewart can explain the thinking behind that. 

(Discussion off the record.) 


MILITARY OUTLOOK 


General Stewart. Mr. Chairman, I can take this up at the present 
time, if you so desire, and give you the military side in a very brief 
statement. 

Mr. Taser. On this whole area? 

General Srewarr. Yes, sir. 

Mr. Taser. Suppose you do that, and give us the details as to each 
country, if you can. 

General Srewarr. I can give you anything you want. As a gen- 
eral statement and unclassified, I have here two pages which I would 
like to read. 

Mr. Taper. Suppose you go ahead. 

General Stewart. From a military standpoint, it is essential that 
the Near East remain safe from external aggression. The oil reserves 
in this region are almost half the world total and its key land and 
water approaches and vast human resources constitute an indispensable 
asset to the free world. The United States has grant military assist- 
ance programs in force with Greece, Iran, Turkey, and Ethiopia. In 
addition, this past spring agreements were formalized with Pakistan 
and Iraq. We also have a small training mission in Saudi Arabia 
engaged in training the army and air force in that area. 
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Military assistance to Greece and Turkey commenced in 1947. 
These programs have been largely responsible for, or have substantial- 
ly contributed toward results of the greatest importance to the se- 
curity of our own country. Among these results may be listed the de- 
feat of Communist aggression in Greece; the lessening of Russian 
pressure on Turkey for concessions in the Dardanelles area; ne 
to bring about the military understanding that has been reachec 

Greece and Turkey; the development of mutual 
defense matters between Turkey and Pakistan ; and the entry of Greece 
and Turkey into NATO. 

In Iran the development of the armed forces dates essentially from 
the introduction of the MDA program in 1950. During the Mos- 
sadegh regime the Iranian military establishment had deteriorated 
considerably. Now we find the Shah and Prime Minister Zahedi 
working to increase the effectiveness and prestige of the Iranian forces. 

On May 12, 1953, the President determined that Ethiopia was 
eligible to receive grant aid and shipments of military equipment as 
being made. Ethiopia is a country who can and will fight commu- 
nism as she has proved in Korea. 

In addition to the military equipment and supplies provided under 
the military assistance programs, the armed forces of Greece, Iran, and 
Turkey have been strengthened through coordinated training activi- 
ties. Instruction has been provided in service schools and by mobile 
training teams. American technical specialists have engaged in on- 
the-spot instruction of foreign nationals in the maintenance and opera- 
tion of the specialized or complex equipment furnished under the 
end-item program. Nationals of the countries have visited installa- 
tions of the United States Armed Forces for orientation and indoc- 
trination in the methods and procedures in effect in our military es- 
tablishments. 

Without continued United States assistance the economies of the 
countries in this area cannot support the further development, or even 
maintain the military strength that has been created. Both military 
and economic aid are required. Without economic assistance the 
military strength could not continue effectively. 

The attached charts show in financial terms the status of programs 
inthis area. The value of military assistance programs chargeable to 
appropriations as of March 31, 1954, total $1,802 million for fiscal 
years 1950--54 and we are requesting $181 million for fiseal year 1955. 

Mr. Chairman, that concludes my general statement for this area. 
DEPARTMENT OF DerensE MDAP as or Mar. 31, 1954—Near East, Arnica, 

AND SoutH AsIA 
Value of military assistance programs chargeable to appropriations 
[Millions of dollars} 


Fiseal years | Fiscal year Proposed, Fiscal years 
1954 


1950-54 


fiscal year 
1955 1950-55 


$1, 


(1, 558. 8) (310. 4) (140.9) a, 
Other materiel charges___.............--..-- (49. 7) (.4) (1. 2) (50. 9) 


I 
ot 
re 
4 
> 
q 

q 

$1, 801.9 $433. 2 $181.2 983. 1 

raining. 35. 2 18.0 8.6 | 43.8 

Other, special Middle East 75.0 75.0 

Other, PCH and 83.2 29.3 30.5 113.7 


Value of programs for equipment and supplies 
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{Millions of dollars} 
Fiscal year 1950-54 program 
Fiseal year 1954 | Proposed fiscal year 
program 1955 program 
Shipped To be shipped 
Charge- Charge- Charge- 
Charged 
able to able to able to 
- ap os Excess appro- Excess appro- Excess appro- Excess 
Pp priations priations priations 
Total.........- $754.2 $77.2 | $804.7 $4.7 | $310.4 $1.9 | $140.9 $0.2 
477.2 19.6 | 467.2 280.6 1.9 96.8 
Ris Voted... 179.5 2.8 298.3 2.2 27.6 =| 
Training programs—United States and overseas 
{Value in thousands of dollars] 
Fiscal year 1950-54 program Proposed fiscal year 
y progr 1955 program 
Spaces Spaces Spaces | Spaces 
pro- Value com- Value in pro- Value 
gramed pleted training | gramed 
Total: 
Formal train- 
penn meena 7,742 | $23, 737.6 5, 818 $6, 979.0 1, 067 1, 282 $2, 590.9 
ormal training... 3, 023 4, 986. 6 2, 403 3, 204.3 203 912 1, 595.9 
‘avy: 
Formal training... 2, 747 1, 502.0 2, 058 754.1 674 191 449.5 
orce: 
Formal training_____- 1,972 17, 249.0 1, 357 3, 020.6 190 179 545.5 
Other training. 3, 543.0 |.......... 1, 254.5 


Norte.—Totals based on unrounded figures, hence may vary from totals of rounded amounts. 
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Mr. Chairman, that concludes my general statement, and I am pre- 
pared to explain these charts. 

They are the same charts which you will find in your book, covering 
the area as a whole. 

Mr. Taper. Off the record. 

(Discussion off the record.) 

Mr. Wiccieswortn. Off the record. 

(Discussion off the record.) 


TOTAL MILITARY AID APPROPRIATION, FISCAL YEARS 1950-54 


Mr. Taser. We paid out $1,801,900,000 in military aid to the Near 
East, Africa, and the South Asia territory ? 

General Stewart. The value of the programs and the value of the 
appropriations to fund those programs in fiscal years 1950 through 
1954 is $1,801,900,000. 

Mr. Taser. For military materials? 

General Stewart. Yes, sir; and training. 

Mr. Byroape. That was for Greece, Turkey, and Iran; the bulk of 
that was for those countries. 

Mr. Taser. That included Greece, Turkey, and Iran? 

Mr. Byroape. Yes, sir. 

Mr. Pavuu. And Pakistan, and the rest of them; is it not? 

Mr. Wiceteswortn. That is a 5-year figure; is it not? 

General Srewarr. Yes, sir; for the fiscal years 1950 through 1954. 

Mr. Both inclusive? 


PAKISTAN AND IRAQ 


General Srewart. Yes, sir; it is all the money that the military 
program has been authorized for this area. It does include some 
money in fiscal year 1954 for countries other than Iran, Greece, and 
Turkey, and in that connection we have now completed a survey of 
the Pakistan and Iraq requirements and are in the process of setting 
up the organization for military aid to those countries. 

(Discussion off the record.) 

Mr. Wicctrsworrn. Is that military? 

General Stewart. Yes, sir. 

Re WicateswortH. That does not seem to appear in our overall 

chart. 

General Stewart. We have just completed it, sir. We have not 
even gotten the terms of the program worked out yet. 

Mr. Mourruy. Besides, it is funded from fiscal year 1954 funds. 

Mr. Wicc.eswortu. It is what? 

Mr. Murrny. It is funded from fiscal year 1954 funds, and the table 
you are looking at is limited to the program for fiscal 1955. 

General Srewarr. We have no uest for funds for fiscal year 
1955, for either Iraq or Pakistan. We are funding the programs 
of those two countries with or out of fiscal 1954 money. 

Mr. Wiccieswortu. Those are programs as distinguished from 
recommended 

General Stewart. Those are the recommended programs which 
have been developed. 
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Mr. Wiceteswortu. I thought you told us yesterday that while the 
survey team, or whatever it is, had suggested programs at a certain 
level that “you, in fact, planned to make a lower amount available 
out of the carryover. 

General Stewart. I do not recall saying that, sir. I said what I 
said this morning, if my memory is right, that the team recommended 
a program of that value, but that we had not worked it out in detail 
yet, sir. 

Mr. Wiaeteswortn. Off the record. 

Discussion off the record.) 

eneral Srewarr. Mr. Wigglesworth, I think what happened is 
that in our tentative allocation of 80 million which was appropriated 
for these Middle East countries last year, is that we eal set aside 
a certain amount for planning purposes. The actual report of the 
survey team turned out to recommend a different figure. 1 think that 
is probably where this information got in. 

fr. Byroapr. Next year, we certainly would hope to bring you a 
definite program in our budgets. In view of the fact that Pakistan 
has pres. up and been counted the way she has, we have a reason so to 
conduct ourselves that Pakistan will see justification in having joined 
the West. 

Mr. Wiecieswortu. Off the record. 

(Discussion off the record.) 

General Srewarr. You are asking us for a summary here, sir, and it 
is in here somewhere, but I have it by detailed countries. 

On page 6 we have, I think, what you want. That is page 6 of the 
big book. 

Mr. Wiaeieswortn. Yes; that isan overall thing. 

General Srewarr. It shows it by country and previous years, sir. 

It shows the years in 1950 through 1954, and the proposed fiscal 
1955. 

Mr. Wieetesworrn. It is not broken down into the various types of 
aid: is it? 

General Srewarr. This is the military aid program. 

Mr. Taper. Nor does it show the difference between obligations and 
funds which are just programed ¢ 

General Srewarr. Well, I have here, sir, if you will look on any 
other page—— 

Mr. Wiagerrswortn. It may all be here, General, but this book is 
several inches thick, as you know, and what I am seeking is simplifica- 
tion. I thought perhaps that there was some comprehensive table 
similar to that on pages 2 and 3 which apply to new money, and which 
would show, worldwide, both new money and old money requested, 
and just what it is planned to do with both, with comparable figures, 
perhaps, for preceding years. 

General Stewart. The military is on page 6 for the preceding years, 

Mr. Taser. That is just a gross amount of the program. 

General Stewart. For each country, I have it broken down, sir, by 
Army, Navy, and Air Force, in exactly the same way. 

Mr. Taser. But you do not have it broken down between program— 
ing and obligations. 

General Stewart. But I have it by the deliveries. I show what 
will be delivered in money value. 
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Mr. Taper. That is somewhat different. 

General Srewarr. We have it in money value and in items. 

For the areas as a whole, this chart—it took us 3 months to make 
this book, sir. 

Mr. Wiaeteswortnu. I can well believe that, and I know there is a lot 
of useful information here, but when it is presented to this committee, 
if it could be consolidated and simplified, it would be much better. 

General Stewart. If you will look on page 148, sir, of the big book, 
you will see the information to which There referred. I have not 

ad a chance, since we started, to explain one of these charts, and I 
wens appreciate very much a chance to show you what we do have 
there. 

Mr. Taner. We have been looking them over, and I think we have 
a pretty good idea as to what they show, but they do not show the meat 
of the thing. That is the thing which bothers me about it. 

General Srewart. Well, this chart on page 148 shows in terms of 
money the value of the programs for this area. I have a similar chart 
for each country. It shows the value of the fiscal 1954 program in 
terms of money. 

Mr. Wiceteswortu. This is the military program ? 

General Srewarr. Yes, sir; I show what we propose for fiscal 1955, 
which is the top column, and the final column shows the value of the 
fiscal years 1950 through 1955, if we are given this money. 

Mr. Wieeteswortu. Is this in terms of new money or new money 
plus old money ? 

General Srewarr. It is new money plus old money. The fiscal 
years 1950 through 1955 are shown in the righthand column. The 
second table—the middle table in the book—shows the status of de- 
liveries in terms of money. It shows that in this area we have de- 
livered $754,200,000 worth of equipment chargeable to the appropria- 
tion. 

Mr. Wiccteswortu. That is in 5 years? 

General Stewart. That is up to the 31st of March of 1954, sir. 

Mr. Wiaeteswortu. That is, roughly, a 5-year job; is that right? 

General Stewart. Yes, sir; then we show in terms of the approved 
and funded programs that there is to be shipped $804,700,000, charge- 
able to the appropriation. 

We still had that much to ship as of the 31st of March. 


EXCESS EQUIPMENT 


Mr. Forp. What do you mean by excess, General ? 

General Stewart. We are authorized under the law, and within a 
ceiling stated by the law, to ship equipment declared excess by our 
Government, without charging that to the appropriations, but to show 
the yolve of deliveries, we do show in this poh what that equipment 
is worth. 

The only cost to this program is the cost, of rehabilitation and ship- 
ment. 

Mr. Forp. What is the figure of $77.2 million? 

General Srewart. That is the value of equipment which was de- 
clared excess by the Government and which was used in meeting the 
requirements of this area. 
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Mr. Forp. Where does the shipping cost come into the picture? Is 
that included within the $754.2 million ? 

General Srewarr. No, sir. It is included in the top table there, 
where we show the various breakdowns. 

It is included in the total in the top table, sir, and I cannot break it 
down by country. I have it in another book broken down by cost 
by country. 

NEED FOR OBLIGATION DATA 


Mr. WiceieswortH. On page 148 of the justifications, you show 
$181.2 million for this area for fiscal 1955. 

General Srewarr. Yes, sir. 

Mr. Wiceteswortu. Under the item for fiscal year 1954, you show 
$432.2 million. Does that represent a program, or deliveries, or obli- 
gations, or just what is that? 

General Srrewarr. That is the money appropriated by the Congress 
for the military defense assistance program in this area in fiscal 1954. 

Mr. WiceLtesworrn. But, it does not reflect in terms either of actual 
obligations or of actual deliveries the amounts involved ? 

General Srewarr. Well, the deliveries are in the column just below 
it, sir. 

Now, if what you mean is how much of the fiscal 1954 program is 
actually shipped, that is not shown, sir. 

Mr. Wicciesworrn. Are the obligations shown here? 

General Stewart. We can give you the obligations by area. 

Mr. Wicetesworrn. You told us, as I understood it the other day, 
that while you could not do anything from a country standpoint, you 
could tell us areawise,just what had been obligated as of the end of the 
fiscal year. 

General Stewart. Yes, sir; I can give you that. 

Mr. Wice.esworrn. I am trying to ascertain just what this par- 
tictlar table means, and that is all. 

General Stewart. I had better have the statistician cover that. The 
statistics confuse me as much as they do anyone else. 

Mr. Wiccieswortn. I do not want to get into too much detail at 
this time. 

General Srewarr. How much money have we obligated for the 
Middle East as of the 31st of May? 

Mr. O’Hara. I have it right here. 

Mr. Wicetesworrn. Let me ask you just one figure: 

Do you have the obligation for that against the $433.2 million avail- 
able for fiscal 1954 in this area? 

Mr. O’Hara. No, sir; we do not have that, and the obligations are 
not made by program years, Mr. Wigglesworth. 

Mr. Wicetrswortn. I do not know what they are made by. If 
they are not made with respect to country, and if they are not made 
with respect to program year, I do not understand how you can tell 
us a thing about the financial operations. 

- Mr. O'Hara. Could I provide here some statements showing what 
we do have? 

Mr. Taper. I do not think those things will do us any good until 
we get these figures which we have asked for. 

. What we have asked for is this: A table showing those items which 
were to be shipped out of the 1954 program as to each country, the 
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obligations with reference to each item which is referred to on page 
177, and kindred statements. 

We have been promised that that would be here Monday afternoon. 

Until we get that, and can go over the picture so that one can under- 
stand what it really means and whether or not it is a program which | | 
is obligated for or just simply programed, or what part of it is obli- = 7 : 
gated, I do not see how we can have an intelligent approach to the =~ | 
whole thing. 

Do you see what I mean, Mr. Wigglesworth ? 

Mr. Wicctesworrn. Yes; I think so. 

Mr. Taser. I do not see how we can get anywhere until we have 
that. We do not have anything to work on at the present time on 
the military end of the thing. I do not know how much we have on 
the other end. Perhaps, we are not supposed to get anything of that . 
kind, but we have always had a sneaking idea that we ought to have 
those things when you come up here, and I expected that we were 7 
going to have it when you got here, but as long as we do not have it, 
the only thing to do is to get it, and that is what we have asked for. 

General Srewarr. Mr. Chairman, I assure you with all the emphasis 
of which I am capable that what you want we want to give you. If 
you are asking us to price out in this whole book every line entry 

ere, we cannot give you that inside of weeks. We do not have 
enough people to price this thing out on every one of these charts. 
We can give you a tremendous amount of data which T think will 
answer your questions, if we understand exactly what it is that you 
want, but I would be less than honest, and I certainly would not be 
honest, if I told you I had enough people to price out every one of these 
line items in all these charts by mane: if that is what you want. 

Mr. Taper. I know something about accounting, and bookkeeping, 
and that sort of thing, myself, and I know it could be done. That 
is my answer to that. 

General Stewart. Yes, sir. ps 

Mr. Taser. I know I could do it with a very small force, and I 
expect it is going to be done by Monday. 

erhaps we cannot get anything; I do not know. We have been 
hampered in trying to make any headway or make any sense out of 
the programs which have been put up to us for years as a result of 
the way in which the records have been submitted to us and, frankly, 
it has been troublesome. 

We want to do a decent, honest job on it, and we want to be able, 
when we go out onto the floor of the House, to answer questions which 
the Members of Congress will ask us in an intelligent and straight- 
forward way. I want the cooperation of the Military Establishment 
and the Agency. 

General Srewart. Mr. Chairman, could I just give you an indica- 
tion of the kind of thing we have immediately available? 

The question was asked as to what obligations were made for this 
area. Now, here is something that is immediately available, and is 
up-to-date to the 30th of April. 

For the Near East and the African area, in fiscal 1950, we obligated 
$165,100,000; for fiseal year 1951, we obligated $292.8 million; for 
fiscal year 1952 we obligated $446.5 million; for fiscal year 1953 we 
obligated $222.7 million, and in fiscal 1954, I have it here by months, 
in July we obligated $200,000 for this area; in August, $1.7 million; 
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in September, $11.4 million; in October, $33.6 million; in November, 
$11.4 million; in December, $2 million; in January, $36.2 million; 
in February, $33.7 million; in March, $14.4 million, and in April, 
$81.1 million. 

Now, I have that, and I have a backup for that, but I do not 
have it by individual items. There are hundreds and hundreds of 
these items, sir. 

Mr. Wiaerrswortrn. You do not have that added up, as far as I 
know, in a convenient place for comparative purposes. We must go 
through the whole thing. 

General Stewart. I can give you that information. 

Mr. Wiecirswortn. Yes; but you do not have it. How can you 
arrive at these figures if you cannot tell us by country, and if you 
cannot tell us by item the amounts? The figures you refer to must 
be the sum of the various items in various countries; are they not? 

General Srewarr. No, sir. 

Mr. Wiaeetrsworrn. How did you arrive at those figures for the 
area? 

General Srewarr. I would be very happy to tell you about that, 
sir. The money is appropriated by area. Therefore, we keep. the 
entire account by area. If we are buying trucks for the area, we keep 
an account of the obligations, unassembled, for the area, but we do 
not have any system which breaks it down by individual countries. 

Mr. Wicereswortn. Do you indicate the nature of the item? 

General Srewarr. Yes, sir. 

Mr. WicareswortH. Why can you not do it by category? 

General Stewarr. It goes back through the procurement people’s 
records, where they have. say, a contract. 

Mr. Wiaeteswortu. I do not want every pin and needle, but it seems 
to me that as to the nature of categories, you should have something. 


UNOBLIGATED BALANCES AS OF JUNE 30, 1954 


Mr. Murruy. Mr. O’Hara has a table which will give you the un- 
obligated balance as of June 30. 

Mr. O’Hara. This is a worldwide table, showing the unobligated 
balance as of June 30. 

Mr. Taper. I have been supplied by the clerk the results of the 
figures just submitted by General Stewart, and they indicate obliga- 
tions, down through the 30th of April. Is that the proper date? 

General Srewarr. Yes, sir. 

Mr. Taser. That is the last date? 

General Stewart. Yes, sir. 

Mr. Taser. These figures indicate obligations of $1,350 million out 
of the $1,801 million, leaving a balance of $451,900,000 available for 
obligation in the balance of fiscal 1954, and if it is reappropriated in 
future years, that figure is almost $20 million above the total fiscal 
year 1954 figure for this area. 

General Srewart. I think that is absolutely correct, sir. 

Mr. Taser. I thought we had better throw the result of those figures 
in at this point. 

General Stewart. Yes, sir. 

Mr. O’Hara. Could I provide this, sir, which might help? 
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It has the worldwide summary, by category, of the unobligated 
balances estimated which we will “ee on hand on June 30, 1954. 

Mr. Taper. That is the military? 

Mr. O’Hara. That is the military, sir, and it includes the $2,539 
million against the funds we now have, and also, because the programs 
are to be financed with it, the $81 million in local currency to be derived 
from section 550 sales. 

I do have much more up-to-date information as to the total obliga- 
tions on the title II area—the Greece, Turkey, and Iran and Pakistan 
area—as of May 31. 

The cumulative obligations for fiscal year 1954 totaled $256.9 mil- 
lion, of which $226.8 million was for materiel; $11.8 million was for 
training, and $18.3 million represented the packing and delivery and 
procurement costs. Of the total obligations, $4.6 million represents 
a comparative transfer to FOA. 

Mr. Taser. Is that information in such form as you can furnish 
it tous? 

Mr. O'Hara. I do not have it, unfortunately, sir, in such form, but 
1 will have it, maybe, later today. 

It was being typed when I left the office. 

Mr. Wiceiesworrn. This is a breakdown of an estimated $2,620 
million worth of unobligated funds? 

Mr. Murreuy. That consists of the $2,539,392,283 shown as the un- 
obligated balance on page 10 in book 1 under the military assistance 
appropriation account, plus the $81.4 million worth of section 550 
local currency which will be available to the Department of Defense 
and on which basis it is programed for off-shore procurement, and 
that is broken down, as you can see, by category of military items. 

Mr. Taper. Off the record. 

(Discussion off the record.) 

Mr. Pauw. The economic aid, sir, has all been obligated. The 1954 
money has all been obligated. 

Mr. Taser. The 1954 money on the economic end has all been 
obligated ¢ 

Mr. Yes, sir. 

Mr. Moreny. With two exceptions: We expect to have $23.1 million 
unobligated in the Palestine refugee account, and we expect to have 
$18.5 million unobligated in the United Nations-Korean rehabilitation 
account. When you use the word “all,” Mr. Chairman, I trust you 
mean substantially all. In a program of this size, it is possible to 
have a few thousand here and there, but in the total, I would not 
expect that we would be off as much as $5 million for the whole world. 

So, from the standpoint of the nonmilitary programs, with the ex- 
ception of those two items, there are no unobligated balances to be 
displayed to the committee. 

Mr. Taver. Well, we shall get to that as we go along. 

Mr. Moreny. All right, sir; I am making up some tables which I 
think will help Mr. Wigglesworth in his problem on the nonmilitary 
side, which will give for each country the 1953 and 1954 comparative 
figures and I expect they will be available this afternoon also. 

Mr. Taser. Mr. Byroade, what else would you care to say to us with 
reference to this picture in the Near East, Africa, and south Asia as 
to the need and the desirability of our being in there, either on or off 
the record, from the standpoint of the State Department ? 
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Mr. Brroapve. Well, I can give you a fuller statement off the record. 
Mr. Taser. Very well. 
(Discussion off the record). 


INDIA 


Mr. Brroape. I would like to say, Mr. Chairman, this question of 
assistance to India is a matter of importance to our Government. No 
one gets more irritated at differences of policy between ourselves and 
India than members of our own Government: nevertheless, we are 
trying to look at what we think really the interests of the United 
States are. 

I believe assistance to the democratic form of government in India 
is in our interests. There is no doubt her system of government is 
truly democratic and is very similar to our own. She is attempting 
to prove to her people, following independence, she can make that 
system of government work and that India can advance under it. 

You have as a neighbor of hers a totalitarian system, China, at- 
tempting to do the opposite. It is a great struggle really on the con- 
tinent of Asia, as to which is going to win. 

Through these years machinery has been set up in India, programs 
have been started, so we are really able to reach the people of India. 
We never were able to do that in China. We never had the type of 
assistance and the apparatus set up so that the people of China could 
see what the United States was trying to do to help them. 

There is no doubt in my mind that the Indians want and deeply 
appreciate our assistance in spite of statements that might lead you 
to a contrary belief. 

The people themselves are more aware of United States assistance 
than they have ever been before, because of our agreement with Paki- 
stan. It is a subject that is talked about, and there is no doubt, from 
our people and observers there, that the people in India know more 
about our system than ever before, and appreciate it. It is that type 
of general case that one can make. 

(Discussion off the record.) 

Mr. Taper. Now, Mr. Paul, I want to get whatever you have in the 
line of a general statement as to the conditions in these countries and 
why we should do this. We will get into the details afterward. When 
we take them up I want to go right through them. 


Greece, TURKEY, AND PAKISTAN 


Mr. Pact. In running through this area, on title I, which I under- 
stand the committee is primarily interested in today, we have pro- 
grams in Greece, Turkey, and Pakistan. We have defense-support 
programs in those three countries, and in addition to that, we have a 
direct-forces support which has been known in the past as the common- 
use program, for Turkey. 

Now, the totals of funds we are requesting of the Congress this 
year for these countries are $15 million for Greece, $20 million for 
Pakistan, and a total of $70 million for Turkey. The Turkish figure 
is a combination of defense support and direct-forces support. 
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GREECE 


If I may go to Greece first, because it is the first one on the list here, 
the general justification for this program is pretty much the same as 
it has been in the past, although we are happy to report that we are 
reducing substantially the size of the Greek program, and we hope 
Greece is very nearly out of the words economically. 

The basic justification, though, is still the fact this is a small coun- 
try; it is a poor country, and they have an oversized defense effort. 

The issue that is before us in deciding whether or not to furnish 
them with aid is whether or not we are going to help them support 
their defense effort and the military establishment which is beyond 
their means at the moment. 

Now, 30 percent of their budget goes into their military effort, the 
support of their NATO definitions. According to Greek figures, 
somewhere in the neighborhood of 60 percent of their budget is for 
military and related purposes. It is a country of only 8 million 
people, but they have a large defense force. They are entering into 
discussions now with the Yugoslavs and the Turks about a possible 
Balkan alliance which could be very important to us militarily, and 
they have given every evidence of their willingness to stay with the 
West. Ido not think there is any doubt of that. 

At the moment their balance-of-payments situation is pretty good. 
Internally, their situation is much improved, and as long as they 
keep the lid on inflationary practices and do not go in for excessive 
investment, we feel their need for economic aid will continue to reduce. 

Just to summarize what we have done in Greece in the last few 
years, since April 1948 when the Greek-Turkish program started, 
our economic and defense support aid has amounted to $1,100 million, 
but it has decreased sharply, as indicated before, in the last few years. 
Two hundred and eighty million dollars—just to give you a few fig- 
ures as an example—was the figure in 1951. Now, this is just eco- 
nomic. This is completely apart from the military. Eighty mil- 
lion dollars in 1953. The figure was reduced to $21 million in this 
current fiscal year, and we are requesting $15 million for next year. 

Now, again to the general economic side, there have been great 
strides in the agricultural situation. Their activity in that field has 
more than doubled since the program started, although they still only 
supply 70 percent of the agricultural requirements of their own coun- 
try, and they will probably never be in a position to export agricul- 
tural products. 

Their industry is up 40 percent, but they are still limited by a 
scarcity of local resources, and they also need to improve their power 
and transport systems. 

Now, the Greeks went through a very serious financial crisis about 
2 years ago as a result of moving ahead too rapidly with their invest- 
ment program. They were trying to do too much at once, after the 
chaos of occupation and civil war. They were going ahead full speed 
in the fields of power development, mineral development, and trans- 

rt and every other phase of their development, and as a result they 

ad a runaway inflationary situation. But the Government instituted 
a fiscal reform and they devaluated the drachma, they cut its value 
in half. They have kept this stabilization program intact. 
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I think that it can be said, therefore, barring emergencies and a 
substantial epenge in governmental policies, the aid can be diminished 
steadily in the future, and maybe next year, or the year after that, 
perhaps eliminated, 

(Discussion off the record.) 


TurRKEY 


Now, moving on to Turkey, Turkey has a population of 22 million. 
They are situated in an area slightly larger than Texas. They have 
a 367-mile land frontier with Russia. They are a key country in any 
defense of Europe in the Middle East, and they command, of course, 
the Dardanelles and the Bosporus. Their strategic position speaks 
for itself. 

They have a moderate democratic government in the country which 
has just recently won a very sweeping victory in the elections, and 
they are in for another 4 years, so politically you have a very stable 
situation in Turkey. It is a friendly government. 

Turkey has one of the most effective, if not the most effective, fight- 
ing forces in continental Europe. In addition to their NATO com- 
mitments, they have as Mr. Byroade indicated, recently entered into 
a pact with Pakistan and we hope that Turkey will be the center point 
of strength in an emerging Middle East defense concept. Pakistan 
and Turkey are certainly the key members of any such arrangement. 

Turkish policy is firmly based on a distrust of Russia. They have 
had 12 major wars with Russia in the last 300 years, and there is no 
doubt whatsoever which side of the fence they are on. 

The purpose of our aid in Turkey, just as in the case of Greece, is 
to assist a country which is tackling a defense effort which is beyond 
its present economic capabilities. I cannot be as optimistic in the case 
of Turkey as I am in the case of Greece as to the time by which the 
United States can get out of the aid business in that country. Our 
present estimates are that aid will be necessary to support their de- 

ense effort for perhaps another 4 or 5 years and maybe longer, but on 
a decreasing scale. We hope in the future as their economic situation 
tam that perhaps we can move from a grant to a loan basis, as 
we hope to do in a number of other countries. 

Since April 1948, when the Turkish program started we have fur- 
nished $390 million of economic assistance. In fiscal year 1955, we are 
requesting the Congress for authority for a $70 million program, 
which is $6 million less than our program of this current fiscal year. 

The program is mainly designed to increase the agricultural, raw 
materials, and industrial production of the country. It is a develop- 
ment program. Also, we are doing everything we can to encourage 
private enterprise in the country and the Turks are doing a great deal 
in this respect themselves, which I will point out a little later, and to 
encourage the development of the exports they must have to run their 
economy and survive. 

In the agricultural field, since 1948, $80 million has been spent, 
which is the largest part of our aid. Agriculture involves 80 percent 
of the total population of Turkey. That is the reason why we have 
had to place the focus of our program on the agricultural sector pre- 
dominantly. They have increased the production of cereals more than 
double. In fact, this year, they have a slight export surplus in cereals 
and food grains. 
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In the industrial field, we have been working in the field of fuel 
roduction, power, mining, transportation: The whole range of their 
industrial development needs. 

Turkey is a country that is potentially very rich in resources. In 
time, Turkey will be able to support a large military effort. This re- 
quires the development of their mines and means of extracting raw 
materials, which they can sell on the market; also the building up of 
industry to some degree so that they can manufacture some consumer 
goods, 
~ T would like to say a word about the private enterprise side of the 
Turkish program, because it is one that has great interest tous. They 
have an industrial development bank in Turkey which gives loans to 
every sector of the Turkish economy: Textile production, food, chem- 
icals, and so forth. They have made 180 loans of the value of 80 mil- 
lion lira in the last 2 years. In addition to this, they have recently 
revised their mining laws so that they place foreign mining capital 
on an equal footing with domestic capital. Also, they have recently 
passed a general law for the encouragement of foreign private capital 
which provides for the repatriation of profits, and the entire matter 
is having a tremendous effect. We, as you know, have a great deal of 
United States investment in Turkey now and there is prospect of con- 
siderably more. 

Mr. Anversen. You tell us now that Turkey has risen to the point of 
being the world’s fourth largest exporter of wheat, whereas in 1951 
she was an importing nation, can you tell me why we should longer 
continue any economic aid toward increasing her agricultural pro- 
suction, looking at it from the viewpoint of our own producers here at. 

ome 

Let me enlarge on this question. We found in looking over Turkey 
that we are much surprised with its development, and that there is 
much to do on the industrial end, but we question—I am speaking 
now about my Agriculture Subcommittee—we question the effect of 
economic aid to Turkey in the future on our own United States agri- 
culture. Because not only do we have this problem of wheat, but 
the United States also has surpluses of cotton, wheat, and raisins, and 
we are trying to help Turkey boost her production in each of those 
lines. Knowing that Turkey is pretty well on her feet in those par- 
ticular areas of production can you justify to me why we should further 
spend our money to help Turkey increase her agricultural effort ? 

Mr. Pavt. I think of two aspects in answer to that question. First, 
as far as our program itself is concerned, we are placing increasing 
emphasis on the building up of the industrial development of the 

Mr. Taner. You have to get some grasp of the import needs of this 
country and other countries of the world in considering the support of 
any country you look at. Years ago they used to be a major source of 
coffee. I can remember when it was the major source in this country. 
Now I do not believe you have done a thing toward redeveloping that 
factor and I do not believe you have grasped the kind of an approach 
that should be made. That is one thing that could be gone into to a 
very considerable extent without hurting your agricultural picture in 
the United States. 

Mr. Anpersen. You are absolutely right. 
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Mr. Taner. We ought to make that kind of an approach. You 
ought to lay out your approach, as far as agriculture and industry 
yoes, in such a way as it can tend to increase the standard of living 
of the Turkish people and at the same time provide the things that 
the world markets require, rather than a bunch of stuff to pile up in 
the warehouses. 

Mr. ANvERSEN. I want to say, too, you are doing good work in the 
Black Sea area in developing mining. Will you comment upon that? 

Mr. Pauw. That is the Zonguldac Basin. It is a combined coal 
mining and harbor development project. I can give you some more 
detail on that approach. 

Mr. ANpeRSEN. I wish you would place it in the record at this 
point, but it should give us more clarification of just what Mr. Taber 
is mentioning, as to why we cannot emphasize our aid along such 
lines. 

I recognize that Turkey is about the best friend we have in that 
region; at the same time I think we should analyze carefully every 
year as to where we put our aid so it does not hurt our own people, 
at the same time we are helping Turkey. 

Mr. Paut. I absolutely agree with that, and we are doing every- 
thing we can to build up its export side. There is no doubt about that, 
that we should not build up the exports that compete with our 
own. 

Mr. Anpersen. As Mr. Taber said, there are plenty of things they 
could export, and which we can help develop for export, rather than 
the things we have difficulty with in this country. 

Mr. Pav. Unless they earn, they cannot industrialize, and unless 
they industrialize their economy cannot succeed. 

Mr. Taser. Yes, but there is an enormous quantity of things they 
can make over there, including cotton cloth, and so forth, that their 
own people really need and need badly and you should think enough 
about the picture so that you realize the things they are really short 
of and that they could, perhaps, use to better advantage with a larger 
quantity. 

You have to get those things in mind as you approach these prob- 
lems instead of going just on this old-fashioned European approach 
of keeping your people pauperized. 

Mr. Pau. I would say you have stated our objective, Mr. Chair- 
man. To what degree we are falling short, would be speculation on 
my part. I think we are doing the most we can. But I would like, 
if I may, as Mr. Andersen indicated, to put a statement in the 
record about the degree that we are in fact doing the things you 
are talking about. 

Mr. Anpersen. If Mr. Taber will permit that, I wish you would 
do that. 

Mr. Paut. I will be very hapy to do so. 

(The information referred to above is as follows:) 

. Both Mr. Taber and Mr. Andersen have asked a question as to whether there 
is a proper disposition as between agriculture and other activities in the FOA 
program for Turkey, and as to whether, in the agricultural field, FOA is helping 
Turkey with production which competes with United States exports. Specifically, 
Mr. Taber raised the question as to why Turkish production of coffeé was not a 


useful field for expansion. 
During the early stages of the foreign economic aid program in Turkey a great 
deal of emphasis was placed on increasing Turkish agricultural production. At 
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that time the dollar shortage in Europe was chronic and it was felt that Turkey 
could play an important role in relieving this problem by providing its Western 
European trading partners with vitally needed agricultural products. By 1950 
the emphasis was shifted from production of agricultural products to distribu- 
tion, as it became apparent that production efforts were far more successful than 
had been anticipated. Thus, in order to market the exportable surpluses created 
by the production efforts it was necessary to improve Turkey's antiquated dis- 
tribution facilities. For the past 3 years the bulk of aid funds devoted to agri- 
culture in Turkey has been used for (@) harvesting equipment, and (b) grain 
storage and handling facilities. In addition, funds have been used for equip- 
ment to improve the transportation and port systems. All of these activities 
have greatly expanded Turkey's ability to export, and thus to earn the foreign 
exchange essential to modernize its economy and maintain an effective defense 
establishment. Turkey is now supplying from its own resources almost all the 
foreign exchange necessary to cover requirements for agricultural tractors, plows, 
harrows, etc. 

In addition to assistance in the agricultural field there has been considerable 
activity in the mining field. Aid has been used to develop Turkey's substantial 
deposits of coal, iron ore, petroleum, chromite, managanese, and eopper. As a 
result Turkey is now one of the world’s leading suppliers of chromite and man- 
ganese. Turkey has become more and more interested in establishing manu- 
facturing industries as evidenced by the recent laws to encourage foreign invest- 
ment. The aid program is supporting this trend through such basic actions as 
the financing of hydroelectric power facilities in northwestern Anatolia and a 
national highway network. There is also an intensive training program under 
FOA auspices to provide essential technical and managerial skills. 

Regarding coffee, Turkey, although important in the world coffee trade many 
years ago, has not been an important producer of coffee during the period for 
which there is reliable statistical information. 

There are no records of coffee production in Turkey. There are reports of 
181,000 pounds exported in 1926-27, but these are believed to be reexports. 
Turkey has for many years been a net importer of coffee. Immediately before 
World War II its coffee imports were about 5% million kilos and for 1950-52, 
its imports rose from 6.2 to 6.9 million kilos. The only record of imports of 
coffee by the United States from Turkey were for 1926, 177,850 pounds, and 
1927, 4,153 pounds. 

FOA has developed an outline for action to increase coffee production which 
has been submitted to its missions in 28 countries in which we would anticipate 
some success from such programs. This did not include Turkey. 


PAKISTAN 


Mr. Pauw. Now in Pakistan, Mr. Byroade has given you the politi- 
cal reason why we are there. This is a country of 75 million people, 
the majority of whom live in a smaller part of the country which is 
1,000 miles separated from the larger part. This geographic split 
has been a factor in the trade and political problems just described to 

ou. They are the second largest Moslem nation in the world, the 
argest being Indonesia, but not much larger than Pakistan, and 
Pakistan can be said to be a leader of the Moslem world. 

Pakistan is a country which is taking a very courageous stand in 
allying itself with us in the defense picture and in expressing every 
desire and intention to stay with us. We have recently concluded 
a military-assistance agreement with them and military aid will be 
going to that country this year. 

On the economic front, Pakistan has been more oriented to the type 
of program that TCA has carried out in past years, and less toward 
the European type of balance-of-payments approach, as in the case 
of the Greek and Turkish economy. Our assistance to Pakistan dur- 
ing the current fiscal year is at a level of $22.6 million, and next year 
we are requesting Congress for $26.7 million. This appears in the 
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defense-support chapter of title I. I think it is only fair to point out 
to the committee this was not the original place in which the Admin- 
istration put the Pakistan program at. though, in our opinion, 
it is as appropriate here as it would be under development assistance, 
where it originally was. It was decided by the House Foreign Affairs 
Committee, inasmuch as we are undertaking a large defense program, 
it came more appropriately under “Defense Support” title, than 
under the “Development Assistance” title. And that was the decision 
of the House in passing our authorization bill. 

The economy of Pakistan is geared largely to the agricultural sector 
of the country. Pakistan is never going to become a major industrial 
nation. The most they can hope to do is to provide the industries 
which will allow them to fabricate consumer goods needed by their 
people and perhaps a small amount of exports; but they will never be 
a large industrial nation. Our assistance, therefore, is geared mainly 
to the agricultural sector of their economy. 

Pakistan was once the breadbasket of Greater India, and I think 
they assumed that after the partition, inasmuch as they had supplied 
formerly a large percentage of Greater India, that that would be their 
role in the future. However, they ran into two very serious drought 
years in 1951 and 1952, so serious that a very serious famine was 
threatened in the country; and Congress authorized, on the basis of 
President Eisenhower’s request, last June 15, 1953, an emergency 
wheat grant to Pakistan. The authorization was for up to 1 million 
tons of United States surplus wheat; 610,000 tons of that wheat has 
been provided, and the situation is now under control. They have had 
a good monsoon year this year and a famine has been averted, and 
in all probability we will not deliver any more than the 610,000 tons 
which has already been delivered to them. 

Our technical-assistance program to Pakistan occurs in a different 
title and will be treated on another day. 

As Mr. Byroade indicated, I would like to elaborate just a little 
ona problem that I can do no more than report today and hope to have 
more information to give to you before these hearings are adjourned. 

It is a very serious situation developing in East Pakistan, as Mr. 
Byroade indicated to you. It has a definite influence on the economic 
situation of the entire country. 

The Pakistan Government has been forced, in order to maintain 
its development program, to cut down on consumer-goods imports 
to an austerity program which makes anything the British carried on 
during the war seem like a picnic. Partly due to an acute lack of 
consumer goods, there is a serious economic and political situation in 
the country, particularly in East Pakistan. We do not know what 
the best answer to that problem is now. We are studying it with the 
Pakistan Government. 

(Discussion off the record.) 

I think that would conclude my general statement on our title I 
programs. 

Mr. Taper. You have in here in the Pakistan picture exports of 
$430 million in 1953 and imports of $338 million. Now you do not 
report the balance-of-payment situation as of the end of 1953, but 
you do as to the previous year. Why in only 1 year out of 3 they 
should be behind, is kind of difficult to add up. 
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And you have another figure that seems kind of funny; I do not 
know; maybe it is not—— 

Mr. Pavt. May I say on that other point that we have just received, 
in connection with this crisis I have just described to you, figures 
by cable as of about this date, which I think are complete enough 
now so that we can indicate to you they are much closer up to date 
than these particular figures. It may indicate a very serious drawin 
down of their resources and a much more unfavorable picture. i 
would like to have a chance to analyze those figures, which we will 
do over the week end, and then give you the picture on that. I am 
sorry I cannot do so today. 

r. Taper. It seems funny that they would be quite so bad off 
from that standpoint with the picture you have given us on this sheet. 
But that may not be the current picture. 

Mr. Lirrrncort. I think the preceding year they have had a balance- 
of-payments loss of $258 million, and they were ees, up a little 
bit of that tremendous loss by the absolute curtailment of their im- 
ports. They cut the level of imports down very drastically. They 
were rapidly going broke in 1952. 

Mr. Taper. Their agricultural production index, instead of being 
better than prewar, is much worse. I do not know why it is that 
way, but maybe you could tell me. Their index goes down and, on top 
of that, their jute, which is a very considerable export crop, goes away 
down, nearly 50 percent. Their raw cotton does not show any 
stabilization as compared with prewar; on the wheat picture, while 
they do seem to have had a ae 3 1 year, it is way down; and on your 
rice, milled—I do not know what that means—it shows an increase, 
but that is about all. 

Mr. Paut. I think weather is the main answer tothat. The weather 
conditions have been such that they are mainly accountable for the 
fall in the agricultural production. 

Mr. Taper. The dropoff has been so marked that it hardly seems 
weather would be the cause of it, and it runs over a period of time. 
It may be they are moving away from that. 

Mr. Pau. My information was it was largely accounted for by the 
weather conditions, but, if that is incorrect, I will correct the record. 

Mr. Taper. It would be almost unnatural to expect some of those 
things to be due to the weather. 

Mr. Pau. There is another factor, I think, on the jute and cotton 
decrease, which is quite substantial. They did cut back on some of 
their jute and cotton production, so that they could grow more food 
locally. They found they were not growing enough food supply to 
meet the internal needs of their population and they did not want to 
rely on imports to do that. 

Mr. Taper. Well, a did not increase food production while they 
were cutting down on their jute. 

Mr. Pauw. They tried to and are trying to, and I think the decrease 
in food production is absolutely accountable to the weather; whereas 
the reduction in jute and cotton is attributable to the weather and 
also the fact they actually tried to cut back production. 


GREECE 


Mr. Taper. Are there any questions on Pakistan? If not, we will 
look at Greece and Turkey and see what you show there. 
The indexes of production seem to be fairly good on Greece, and 
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the import picture seems to be dropping off, with the — picture 
not going up much. It may be that it is not possible that it could 
go up. 

. Mr. Pavt. I do not think its rate of increase will go up to any 
great degree. 

~ Mr. Taner. That is, the export picture? 

Mr. Yes, sir. 

Mr. Taser. On the other hand, whatever they did have to the good 
came out of their operation of ships. I do not know how they are 
with that sort of thing now. 

Mr. Pavt. That is still a major revenue producer for that country. 


DELIVERY OF MATERIAL 


Mr. Taner. How much of this $64 million that you have in the 
pipeline, according to this, practically $65 million, is available for 
next year? It is not delivered, and it is kind of a peculiar picture. 
The pipeline picture seems to go up between March and June and 
your requirements in there are put at $15 million, and you still show 
there wil be $79 million available for next year. 

Mr. Murpny. Of that, we estimate $40 million will actually be de- 
livered in fiscal 1955, so the pipeline at the end of the year would 
be $39.9 million, or $25 million lower than it was on this June 30 of 
this year. 

Mr. Taser. What you expect to send are largely bread grains and 
sugar. 

Mr. Pavt. All agricultural products for next year’s program. 

Mr. Taper. A small amount of cotton, comparatively, and quite a 
little fertilizer. Has the fertilizer you have sent over there done them 
any good ? 

Mr. Pavt. Yes, sir. The agricultural production has more than 
doubled in the period of the last few years. I do not know what the 
exact increase was during the past year. The index goes up from 
99 to 128 according to the table on page 173, and no doubt fertilizer 
has played an important part in that. 

Mr. Taper. Are there any questions on Greece or Turkey? 

Mr. Wiccieswortn. Does that pipeline figure of $64.9 million in- 
clude the unobligated balance? 

Mr. Murrur. No, sir. That pipeline figure would all represent 
obligated but unexpended balances. Our unobligated balances for 
oe is below half a million, according to the latest information I 

ave, 

Mr. Pavt. This is obligated but undelivered. 

Mr. Wiaerieswortn. If you have $80 million available and are 
only going to deliver $40 million, it would seem as though you will 
have a full year’s pipeline at the end of fiscal 1955. 

Mr. Pact. Well, it is a reducing pipeline. 

Mr. Wiccteswortn. It may be reducing, but you have $40 million 
in the pipeline and, if you do not get any of the $15 million you are 
requesting, you would still have a $25 million pipeline at the end of 
fiscal 1955, which would be something like 8 months. 

Mr. Pavt. I think the justification in the face of that fact is the 
position Greece is in as far as whether or not it is going to be able to 
support its current defense forces of 100,000 or more troops. 
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Mr. Taner. I guess you have not looked at these figures. These F 


figures indicate $64 million on hand and you have $15 million on 
order, and there is not a single item in there with the possible excep- 
tion of capital equipment that could not be had right off the shelves 
here in America. The idea of building up a reserve large enough 
to carry you another year in things of that character at least draws 
suspicion. Here you are with a reserve to carry you on through not 
only 1955 but 1956, and there is not a single item in there but what 
could come off the shelves in America. at kind of an analysis is 
something that you folks need to begin to get all the way through. 

Mr. Pau. There are many complex factors in the continuation of 
aid to Greece, as I have indicated before. 

Mr. Taser. The aid to Greece is not dependent on the quantity of 
stuff you have piled up in some warehouse; it is dependent on what 

ou move over there and that is the only thing that does any good. 
Why you need to have 2 years’ stock when there is not a single item 
in there in the new stuff and nothing in the 1954 stuff, to amount to 
anything in proportion—not over 10 percent—that you could not take 
right off the shelves here, is hard to understand. Maybe that is the 
wrong approach, but it is }ast common sense. 

(Discussion off the record. 

Mr. Wiccteswortu. Did I understand the figure for defense sup- 
port in 1954 was $21 million? 

Mr. Pau. Yes, sir; $21 million. 

(Discussion off the record.) 

Mr. Taper. The question is what sense is there in putting up money 
for goods you can get right off the shelf, when you have the money 
already available. That is the thing that brings your program into 
disrepute. 

Mr. Byroape. There are places in the world where you can onl 
justify that action on political grounds. Let me mention Saudi 
Arabia, for instance. 

(Discussion off the record.) 

Mr. Wiceiesworru. As I understand this picture, you are going to 
deliver $40 million worth of material to Greece, whether you receive 
this $15 million or not? 

Mr. Byroape. That is right. 

Mr. WiceteswortH. Why cannot that be stated publicly? Why 
does not that take care of any such complaint? 

Mr. Byroape. That is all, of course, in effect, committed to Greece. 
This is a question as to whether you now publicly say we have reached 
the point where we are stopping appropriating anything for Greece. 

Mr. Taxer. That is not what we are saying. We are saying, accord- 
ing to your own story, that they do not need any more for the year— 
the pene for which we are appropriating, and we would be telling the 
truth. 

Mr. Davis. When these appropriations are made, do we tell each 
of these countries how much we have to hand out to them? Do all 
ea  e countries know what we have to hand out to their neigh- 

rs 

Mr. Brroapr. No; but we have, in explaining our declining assist- 
ance to Greece, pointed out the size of the pipeline, by bringing the 
figure down actually each year. 

Mr. Wiceteswortu. How much did you deliver in 1954? 
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Mr. Moureny. $45 million, sir. 
Mr. WiceteswortH. They are going to receive $40 million next 
year, regardless ? 

Mr. Byroapr. Yes, sir. 

Mr. Wiceteswortu. What they receive in 1955 is not affected, it 
seems to me, psychologically or otherwise, by this request for $15 mil- 
lion. 

Mr. Paut. Well, I have to keep coming back, sir, to the importance 


a which is attached by the Greek Government, and by our own political 
| analysts, and also our military analysts. (Discussion off the record.) 
of Mr. Wiceieswortn. This $15 million is not going to Greece. It 

is going to FOA to be held until the last part of the tiscal year 1956, 
of and long before that you will be here again talking about what you 
want to do in 1956. 

d. Mr. Pauw. Well, it is not going to be set aside, sir. It will be obli- 
m gated, and I aa that very early in the fiscal year, if the funds are 
bo available, it will be in the pipelines. 
= I hope that this pipeline figure can be reduced, but the important 
ad thing is the assurance that the stuff ison the way. That is the critical 
factor. 
Mr. Taper. Frankly, I do not see just why it takes so much time to 
4 get wheat and cotton and that sort of thing on the way, when we have 
those materials on the shelf ready to go. 1 do not see how that makes 
an answer at all, sir. 
Mr. Pau. Well, this estimate, Mr. Taber, was based undoubtedly on 
d the experience of past years, which I hope will not be repeated this 
year, of the considerable time-consuming process in figuring out after 


Congress appropriates funds for worldwide programs, and appor- 
tioning it out among the countries. 

That process has taken a considerable amount of time, and detailed 
study. 

So, therefore, we did not get started until later in the fiscal year. 

Mr. Taper. That means that before you came up to see us in bygone 
years you did not have any program at all? 

_Mr. Paut. No, sir; it does not mean that, or anything of the kind, 
sir. 

Mr. Taser. I do not see how it would take so long, then, to parcel 
it out. 

Mr. Byroapr. Mr. Paul, do you have there what is in this pipeline ¢ 

Mr. Paut. Yes, sir; it is right in the book. It includes grain, food, 
and agricultural and industrial. It is shown on page 178. 

Mr. Byroapr. I mean the apportionment between the areas. 

Mr. Wicetesworru. You have really been overfunded heretofore, 
and therefore you do not need additional funds otherwise required 
now. 

Mr, Taper. If we treated our own Army and Navy and Air Force 
on the basis of some of these requests here, we would have money 
enough available to them for 3 or 4 years to operate. 

(Discussion off the record.) 

Mr. Murrny. The figure for Greece is unclassified. They are not 
being cut off. 

Mr. Taper. Why on earth would you put such a thing in when 
you knew that the shipments were going to be $40 million? I do 
not like that approach. 
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Mr. Byroapr. Well, I do not think we entirely like it, either, 
frankly. It is one of the things which we felt we had to do in our b ‘ 
overall interest. 

Mr. Taser. Off the record. 

(Discussion off the record.) 


TURKEY 
DELIVERY OF MATERIALS ; 


Mr. Taser. Next is the Turkish picture, where you have it listed on 
age 226, and the 1954 program totals $311.8 million. I do not know 
ow much of that you actually shipped in fiscal year 1954, but I would 

like to know. 

Mr. Murery. $39.3 million. 

Mr. Taser. You actually shipped $39.3 million ¢ 

Mr. Murrny. Yes, sir. 

Mr. Wiceteswortn. You shipped that amount out of how much? 

Mr. Taser. $311 million. 

Mr. Morrny. This is shown on page 229. The gross pipeline is 
estimated at $88 million, as of June 30, 1954, which together with $70 
million worth of new assistance, contemplated for eat year 1955, 
would give the cumulative availability of $158 million, against which 
we estimate expenditures at $85 million, leaving a gross pipeline at 
the end of the fiscal year 1955 of $73 million, or SLD million below the 
comparable figure for June 30, 1954. 

Mr. Taser. What did you ship in 1954? 

Mr. Murruy. $39.3 million. 

Mr. Taser. That much shipped ? 

Mr. Mourrny. Yes, sir. 

Mr. Taner. Now, let us look at what that was: 

It involved fuels, for one thing. 

Br Murrny. Yes; and there was a lot of capital equipment in 
there. 

Mr. Taser. That is an item on which you might have needed a little 
bit of time, but it was not very heavy capital equipment ; was it ? i 

Mr. Murruy. There Was a lot of mining sir. Some of 
it was custom made. 

Mr. Taper. That mining machinery is not large. It does not take 
long to handle those items. 

r. Murrny. Well, in many instances, sir, it called for not only 
delivery but also erection. That extends the time required for pay- 
ment.on those items. 

=e bro Most of that type material can pretty well be pulled off 
the shelf. 

Mr. Wiceieswortu. The investigators report that at the time that 
they looked into the total contemplated it was $40 million, and that _ 
within a 6-week period that $40 million was increased to $45 million 
for mutual defense support and $25 million for direct forces support, 
or a total of $70 million. i 

What was the reason for increasing it from $40 million to $70 million 
in 6 weeks’ time ? 

Mr. Pavut. That was the common-use program, Mr. Wigglesworth, 
which was the shipping of fuel and other materiel which is of a civilian 
nature but for direct consumption by the Turkish military forces. 
That accounts for the jump. 
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Mr. Wieetesworrn. Why did you put that in? 
did not think you needed it in April. 

Mr. Paut. Well, the Turks thought they needed it long before 
April, and the decision was made to go ahead on the part of the United 
States Government in April, and it might have been earlier than that. 

Mr. Murreny. When we started hearings before the House Foreign 
Affairs Committee on April 5, the decision had already been made on 
the level of aid proposed for Turkey for fiscal year 1955. There has 
been no change in that figure since that date. 

Mr. Wieeieswortn. Is it a fact that Turkey has shown an inability 
to assimilate industrial development ? 

Mr. Pau. Has shown an inability to assimilate? 

Mr. Wice6iesworrn. An inability to assimilate industrial develop- 
ment, and that that partially caused the large pipeline balance at the 
end of the fiseal year? 

Mr. Paut. I do not believe they have shown any inability to assim- 
ilate it, sir. I have no evidence that they have. 

Mr. WieeieswortH. The investigators report that they were in- 
formed with regard to Turkey that that country’s inability to assim- 
ilate industrial development was partially the cause of the large pipe- 
line balance anticipated at the end of the current fiscal year. 

Mr. Pauw. I have never heard of that report, sir. 

Certainly, the industrial-production index on page 225 of the jus- 
tifications indicates a substantial increase. 

Mr. Wiaetesworrn. They were told that Turkey was so retarded 
economically and industrially and was considered so deficient in tech- 
nical qualifications that the entire amount of industrial-aid-equipment 
program could not be supported and put to effective use. FOA offi- 
cials cited the instance of criticism of the Greek program that ma- 
terial had accumulated on the dock site in Greece and remained 
there for months in a deteriorated state, because the physical facili- 
ties or industrial capacities were not adequate to put it to use. 

Mr. Pau. They had no problem to my knowledge in Turkey simi- 
lar to the one which they had in Greece where they did have a large 
amount of equipment stacked up at the dockside. 


You apparently 


NEED FOR FUNDS TO BE APPROPRIATED IN FISCAL YEAR 1955 


Mr. Wiceteswortu. The investigators raise the question of the ad- 
visability of programing more industrialization in 1955 when Turkey 
is unable, even now, to assimilate what was appropriated 2 and 3 years 
ago. 

Mr. Paut. May I prepare an answer for the record on that, in some 
detail, Mr. Wigglesworth, if Mr. Taber would agree? 

T think it is an important question. 

Mr. Wiceteswortn. It is an important question. 

Mr. Pavut. To my knowledge, it is not correct. I would like to have 
an opportunity to correct it, if I may. 

Mr. Taner. It might be well for you to furnish it for the record on 
that question. 

(The matter referred to is as follows:) 

Mr. Wigglesworth has raised a question concerning the reason for increasing 
proposed aid to Turkey in fiscal year 1955 from the $40 million contained in the 


submission to the Bureau of the Budget to the $70 million now requested of the 
Congress. The decision to increase aid to Turkey in fiscal year 1955 followed 
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a similar decision regarding fiscal year 1954 aid, which was raised from an 
initial estimate of $43 million to $76 million. As a result of the 1953 NATO 
annual review, force goals were determined for Turkey, as well as other NATO 
countries. The costing of these force goals was not completed until late in 
calendar year 1953. This study was reviewed by the United States country team 
in Ankara in the light of Turkish capabilities for supporting these forces. The 
country team’s recommendation of February 1954 was that, in light of the 
cost of these revised NATO-approved force goals, aid to Turkey had to be in- 
creased above the amounts requested of the Bureau of the Budget in both fiscal 
year 1954 and the proposed level for fiscal year 1955. Of the $76 million pro- 
gramed for fiscal year 1954, $380 million go directly to the Turkish military 
estab ishment as common-use items (direct forces support), and all of the 
counterpart generated by the entire $76 million is devoted to the Turkish defense 
budget; similarly, it is proposed for fiscal year 1955 that $25 million of the $70 
million being requested will be used for direct forces support, and again, all 
counterpart will be devoted to the Turkish defense effort. 

Mr. Wigelesworth also raised a qvestion with regard to Turkey’s ability 
to assimilate substantial amounts of equipment for industrialization, and stated 
he bad been informed of the highly congested condition of the ports in Turkey. 

As a result of the rapid development of Turkey in the agricultural, mining, 
and industrial fields, a sharp expansion occurred in foreign trade, and it was 
found as early as 1951 that port facilities were inadequate to handle the ex- 
pansion of trade. Since that time, port improvement projects had been in- 
cluded in each annual FOA program, and all current reports indicate that port 
congestion is rapidly ceasing to be a problem, except under severe weather con- 
ditions during the winter months. 

With the rise in purchasing power which has taken place in recent years, 
there has developed a growing demand for constmer goods and a need for fur- 
ther industrialization. As a result, the factors controlling the assimilation of 
new equipment have been the stringency of foreign exchange to finance its im- 
portation and the shortave of technical skills. ‘With regard to the latter factor, 
the FOA technical exchange programs have been successful in developing a 
skilled labor and managerial force in Turkey. It should be noted that indus- 
trial production at the end of 1953 was 49 percent above the level of 1948, and 
only the lack of foreign exchange has kept this expansion from being even larger. 


Decrease tn Arp To GREECE 


Mr. Byroape. Gentlemen, I would like to add one statement on the 
subject of Greece: 

During the first 9 months of 1947, we Pp $300 million into Greece, 
and I think this program is tapering off probably more than any in 
which we have been engaged in any place in the world. There is 
no doubt that the decrease in our aid to Greece has caused us con- 
siderable political problems. Nevertheless, we knew we had to do 
it, and we have done it pretty fast. 

There is also no doubt, and I want to take this off the record —— 

Mr. Taper. Very well. 

(Discussion off the record.) 

Mr. Taser. Are there any other questions on Turkey ? 


PAKISTAN 
DELIVERY OF MATERIALS 


Tf not, I am going to go back to Pakistan just a minute, because 
I think there is another question which ought to be asked there: 

There seems to be a different approach here from the other items 
which we have considered before. 

Mr. Murpuy. We do not have a similar table on Pakistan, sir, a 
pipeline table. 

This is accounted for partly because of the reorganization. In 
other words, the data collected by the former agency which handled 
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this program—the TCA—was different than the data developed by 
the agency which handled Greece, Turkey, and other European pro- 
grams, which was MSA, and we hope in fiseal 1955, Mr. Chairman, 
to get all of this on a uniform basis, but it has not been possible thus far. 

fr. Taser. Would you then be able to tell us about how much you 
actually expended on these three different items which appear on 
page 220 for 1954? 

Ir. Murpuy. I have the figures, sir. The total estimate in fiscal 
1954 is $17 million, $13.8 million of which would apply to technical 
cooperation, and the balance of $3.2 million would apply to the so- 
called defense support category. 

Our estimated closing pipeline for the country as a vhole for the 
pragem at the end of June was $24.3 million. 

Mr. Taner. Your pipeline at the end of June was $24.3 million? 

Mr. Murpny. Yes, sir; which together with $26.7 million worth of 
proposed assistance for fiscal year 1955 would give a total availability 
of $51 million. 

We believe that in fiseal year 1955 expenditures wilk:approximate 
$30 million, sir, leaving the closed pipeline, as it were, at $21 million. 

The increase in expenditures estimated for fiscal year 1955 is 
attributed in a large part to the fact that this development assistance 
activity only started in Pakistan in fiscal year 1954, and we do not 
really expect to effect the expenditure level until fiscal year 1955. 

Mr. O’Hara. Mr. Chairman, could I give some information here 
which I have checked with the Pentagon as to the availability of 
certain information ? 


Mr. Taper. Yes. 


FURNISHING OF INFORMATION TO THE COMMITTEE 
Mr. O'Hara. First, we had some discussion of tables which have 
been requested as to the delivery of materials. We also had some 
questions as to the type of information that was available. 

General Stewart and I have checked, and Mr. Garlock and others 
in the Pentagon, have worked on it, and we find that this is what can 
be provided—most of it—by Monday morning, with one exception, 
which I will state, that it will not be available by Monday morning. 

The first thing is on deliveries. We will have Monday morning 
for the committee, deliveries by category on a worldwide basis for 
fiscal year 1953, and through April 30, 1954, of fiseal year 1954, 
and a 6-months’ forecast of deliveries, both worldwide, and by areas, 
which will show by category, by item and by value the materials 
forecast for delivery. Also we will have on a worldwide basis, in 
addition to those statements which are in the book, information as to 
the quantity and value of aid shipped, corresponding to the table t rat 
is on page 9 in the book. 

There, the quantities only are shown, and this will be the quantities 
as well as the value. It will show as to the items in the report, the 
quantity which is shown there, and also the value, as well as those 
items which are under contract with either MDAP funds, or under 
contract with defense funds, as well as the approximate lead time on 
procurement. 
49755—54—_9 
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We will, in addition, have the tables in detail of obligations for fiscal 
year 1953, by category, and for fiscal year 1954, pe May 31, 
——- to the date, by areas, on pages 87 to 92 of last year’s 
records 


The other material which was requested by country and by area 
simply is a tabulation job that we do not have. We have the total 
value of shipments by countries. We have that on a cumulative 
basis, because our work is basically directed toward the completion 
of the program of equipment, and the accomplishment toward that 
total program of equipment is our basic measure of management of it. 

That is the way we have the data compiled, also, in these books 
[indicating] which we can provide to all the committee members, or 
- the committee for its staff, or any other persons they want to have 
them. 

We have four of them here with us today which we can deliver, if 
you wish to have them. 

In these books are tables which set out the value of material de- 
livered, by category, worldwide; the value of material delivered by 
area; the value of material delivered by area by fiscal years, and by 
months over the recent fiscal years, and the value of cumulative de- 
liveries as compared with the total program in each of the countries in 
the world. 

Mr. Taper. I think you may leave those with the clerk. 

Mr, O'Hara. All right, sir. 

There is one other thing, sir, which I would like to get on the 
record as to the infrastructure standards. 


Sranparps OF NATO Inrrastrucrure AIRFIELDS 


I have here a statement which was requested, giving what is incor- 

rated by NATO standards, and the SHAPE standards into the 

ATO infrastructure airfields, and if you wish it for the record, it 
can be placed into the record. This is unclassified, and I have a couple 
of extra copies if there are members who would like to have one 
personally. 


(The matter referred to is as follows :) 


SHAPE CRITERIA AND STANDARDS FOR TACTICAL AIRFIELDS 


NATO airfield construction is limited by a set of criteria and standards 
developed by the international military authorities and approved by the North 
Atlantic Treaty Organization Council. NATO requires and constructs three 
types of airfields. These are: 

(a) Main airfields —These fields are for permanent occupation in peacetime. 
They are required to have operational facilities to a standard adequate to develop 
full use of their war-combat potential. 

(b) Redeployment airfields—These are fields which will not be occupied in 
their entirety in peacetime by the nation to whom allotted but which must be 
immediately available at the outbreak of war for use and occupation by units 
redeployed from their peacetime locations. They should have substantially 
the same standards of operational facilities as a main airfield. 

(ce) Alternative airfields.—These are fields for use as accommodation for war- 
time reinforcement, for alternative use if main or redeployment airfields are 
out of action, and to give tactical flexibility. 

The following is a list of the standard minimum operational requirements 
for tactical airfields. Host country construction agencies are provided with 
extensive supplemental guidance and specifications which have been worked 
out by military engineers in conjunction with the technical personnel on the 
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NATO International Staff. Facilities required by user nation in excess of these 
standards are provided by the user nation or through bilateral agreement with 
the host government. All necessary land for standard items and user nation 
facilities are provided by the host nation. If, because of local conditions of 
terrain or climate, existing facilities or surrounding built-up areas or special 
intended use of the proposed airfield, deviations from the following list appear 
necessary, the NAT Organization does grant exceptions to the standards. 
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Mr. O’Hara. Now, there was another question asked as to the air- | 
fields which were occupied by the United States, and I would like to 
give this off the record, because some of it is classified. \ | 

(Discussion off the record.) a 

Mr. Taser. If you will leave that information with the committee, _ 
it will be all right. 

Mr. O'Hara. Last, there is information in a document which is 

under a special classification, that gives statistics on all of the airfields, 
which I can bring for the examination of members of the committee, 
but which I am not permitted to let out of the custody of the Pentagon. 
I am very unhappy that we do not have such information which we 
can give, but ae the agreement under which we operate, and the 
international protection accorded to this information, I would have 
to make it available in that way, sir. 

Mr. Taser. All right; thank you. 

Thank you, gentlemen, and we will recess until Monday morning 
at 10 o'clock. 


Monpay, Jury 12, 1954. 


Far East THe Pactric 


WITNESSES 


EVERETT F. DRUMRIGHT, DEPUTY ASSISTANT SECRETARY OF 
STATE FOR FAR EASTERN AFFAIRS 


DR. RAYMOND T. MOYER, REGIONAL DIRECTOR, OFFICE OF FAR 
EASTERN OPERATIONS, FOREIGN OPERATIONS ADMINISTRATION 


Mr. Taser. The committee will come to order. 

We shall begin today consideration of the requests for the various 
countries of the Far East. We have with us Mr. Everett F. Drum- 
right, Deputy Assistant Secretary of State for Far Eastern Affairs. 

r. Drumright, we shall be glad to hear from you at this time. 


GENERAL STATEMENT OF DEPUTY ASSISTANT SECRETARY OF STATE FOR 
FAR EASTERN AFFAIRS 


Mr. Drumreieut. Thank you, Mr. Chairman. I regret that our 
Assistant Secretary for Far Eastern Affairs cannot be here. 

Mr. Taser. Who is he? 

Mr. Drumricutr. He is Mr. Walter S. Robertson. 

Mr. Robertson attended the Geneva Conference, and as a result of 
overwork and strain he has been put to bed by his doctor, and I am 
not sure when he is coming back. 

I appreciate the opportunity to go briefly into the current situa- 
tion and to present pescy considerations underlying our mutual se- 
curity programs in Indochina, Formosa, Korea, Japan, the Philip- 
aay hailand, and Indonesia, the nations which comprise the front- 
ine of defense of the free world against Communist aggression in 
the Far East. In fiscal year 1954 the Far East and Pacific programs 
jena $2,274 million, or 42.8 percent of the global program of $5,298 
million. 
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In fiscal year 1955 the programs requested for this area totai 
$1,761 million, a reduction of $513 million. 

The 1955 amount for the Far East represent 51.2 percent of the 
proposed global program of $3,498 million. The Far East figure 
is broken down as follows: 

For military assistance, $583.6 million; for direct-forces support in 
southeast Asia and the Western Pacific which is primarily for Indo- 
china, with a small amount for Formosa, $825 million. 

For defense support, or economic assistance where there are mili- 
tary programs, and including Korean aid, $329.9 million. 

or technical cooperation there is the amount of $22.6 million. 

The largest program in our area proposed for fiscal year 1955 is 
that for Indochina, which totals $1,183 million, or approximately one- 
third of the entire mutual security program, which his been proposed 
for the coming year. 

INDOCHINA 


The Indochina program includes a direct-forces support program 
of $800 million. 

Mr. Cannon. Off the record. 

(Discussion off the record.) 

Mr. Forp. Off the record. 

(Discussion off the record.) 

Mr. Drumricut. As I was saying, the Indochina prograrh includes 
a direct-forces support program of $300 million, which we are request- 
ing not only for the purpose of permitting the continued prosecution 
of the war in Indochina, and supporting the Associated States forces 
engaged against the Communists, but it would also be used on a flexi- 
ble basis in southeast Asia and the Western Pacific, depending upon 
conditions there and the situation as it develops. The program would 
be based on how it could best serve the interests of the United States. 

The Indochina program also provides $308 million for milita 
supplies and equipment, or “hardware,” for the forces of the French 
Union and Associated States, and $25 million for mutual defense sup- 
port and technical cooperation projects, which will permit the im- 

rovement of transportation and communications facilities needed 
y the military; vil provide for the expansion of certain relief and 

rehabilitation activities, and continue various technical assistance 
activities. 


PRIME OBJECTIVES OF COMMUNISTS IN FAR EAST 


As a foundation for an appraisal of what the United States must 
do in the Far East it is essential to recognize the Communist objec- 
tives in that area. 

The three prime objectives of the Communists in the Far East, as a 
part of their overall strategy to dominate the world are— 

(1) To gain control of the vast reservoir of manpower in China; 
and that they have, unfortunately, done. They obtained that by 
1950. 

(2) To seize the rich areas of southeast Asia with their raw mate- 
rials and their rice stocks. 

(3) To win over to their side the great industrial capacity of Japan. 

We believe that these are urgent and primary objectives of the Com- 
munists, and our main effort now is being directed to the Far East. 
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UNITED STATES POLICY IN COMBATING COMMUNISM 


In combating the overall Communist goal to take over those parts 
of Asia which still remain outside Communist control, it is our policy 
to assist in every way possible in the development of strength of every 
kind on the side of free nations in the Far East: political, military, 
economic, and moral strength. 

The very heart of our program is one of maintaining and support- 
ing and buttressing the strength of the nations of the Far East who 
are threatened with this Communist menace. 

If we do not continue to support those countries, to help them mili- 
tarily, economically and morally, they are almost certain to fall to the 
evil forces of communism. 

On the military side, it is our policy to help develop armed forces 
in the free Asian nations which will be adequate not only to maintain 
internal security, but which can offer effective resistance to aggression ; 
and to stimulate the mobilization of effective internal support. 

It is also our policy to encourage the development both of bilateral 
security pacts and regional security arrangements. Our own pacts 
with Australia, New Zealand, the Philippines, Japan, and Korea are 
examples of the former. 

Our current discussions and the efforts we have been making since 
the end of March to set up a collective-security arrangement in south- 
east Asia ‘is an example of the latter. 

We are continuing our discussions here now with a view to estab- 
lishing a Southeast Asia Security Pact—a collective security pact. 
At the moment we are in discussions with the British, and we are also 
keeping in close touch with Australia, New Zealand, the Philippines, 
and Thailand. 

In helping to develop the economic strength of the Far East, we 
believe it is of major importance to increase the general productivity 
in the area, through increased investments from public and private 
sources, and by removing any material and psychological barriers to 
trade within the areas of free Asia and between free Asia and other 
nations of the free world. 

FORMOSA 


I am going to speak briefly now about the various countries. 

The increasing military requirements on the one hand and limited 
resources on the other continue to place a severe strain upon the 
Formosan economy. Due to the very substantial military budget, in- 
flationary pressures continue in Formosa, or Taiwan. United States 
aid has been doing much to help meet the strain of the budget deficits, 
and the like. Our aid has, in addition, the important and construc- 
tive role of encouraging the Chinese to marshal their resources and 
potentialities. 

The defense support and technical cooperation programs proposed 
for Formosa total $65 million. There is also a program of direct 
forces support, or common-use program, provided for under title I, 
in the amount of $25 million. e program of military assistance is 
for the purpose of assisting in developing the potential there of mili- 
tary forces capable of defending Formosa and serving as an added 
eu green to an all-out sweep of Chinese Communist forces into south- 
east Asia. 
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Mr. WiceLeswortH. What was that first figure for defense support? 

Mr. Drumricut. For defense support and technical cooperation 
programs, the total is $65 million. 

Mr. WiecteswortH. You are lumping the two together? You are 
lumping title I and title III together? 

Mr. Drumricur. Yes, sir; and they are for defense support, and 
technical cooperation. 

Mr. Wiee.eswortnh. They are under different titles of the bill; that 
is, title I and title IIT? 

Mr. Drumrticur. Yes, sir; but they are somewhat tied in to each 
other. 

Mr. Wieeteswortu. Well, I suppose, it will be developed, but we 
want to find out the basis for each one of these figures rather than 
some lump-sum estimate. 

Mr. Drumricut. I assume we will develop that in the course of 
the hearings here this morning. 

Mr. WiceLesworrH. I hope so. 


KOREA 


Mr. Drumrieut. In Korea, it remains our objective to help bring 
about, by means other than military, a unified and independent nation 
under a government freely chosen by the Korean people. We expect 
Korea to continue to remain a target of Communist pressure. 

We are engaged in a major program of relief and rehabilitation aid 
toKorea. This program, as the President pointed out last year, affects 
the whole future of the Republic of Korea, and it must extend over 
several years. The 1955 proposed support program for Korea totals 
$233.5 million, exclusive of a small sum for military training. 

The desperate state of the economy of Korea, as well as the conditions 
under which so much of the population lives, is well known to those 
of you who have visited Korea. The war devastation, together with 
the war-induced dislocations in the economy, are directly responsible 
for critical shortages in transportation, power, and housing, as well 
as for the incidence of huge numbers of refugees who must be fed, 
clothed, housed, and maintained by the Government in a reasonable 
degree of health in order to prevent epidemics and other health 
problems. 

The need for the Korean Government to maintain a substantial 
military establishment in the face of the ever-present threat of re- 
newed aggression from North Korea is evident. This, of course, is a 
tremendous drain upon the Korean Government’s limited resources, 
and is a material factor in the need for external assistance. 


JAPAN 


As for Japan, the military aid in the bill before you is to expedite 
the work of training and equipping Japanese forces capable of main- 
taining internal security and contributing to the security of Japan 
against external aggression. This assistance to Japan will, of course, 
add to the military strength of the free world in the Pacifie area. 
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PHILIPPINE ISLANDS 


There is a small program of aid for the Philippines. The program 
for fiscal year 1955 provides for mutual defense assistance, defense 
support, and technical cooperation. 

The mutual defense assistance program continues to provide train- 
ing and a limited amount of materiel to the armed forces of the Philip- 
pines to enable them to maintain internal security and to help them 
eliminate the Huk, or Communist forces, which are a threat to the 
country. ‘The technical cooperation and defense support programs 
total $20 million. 

We believe that the trend of developments in the Philippines in the 
last few years has testified not only to the maturity of the Philippine 
people, but also to the fruitfulness of our partnership with them. 

In the new administration, under the vigorous leadership of Presi- 
dent Magsaysay, there is every promise of a bright future for the 
Philippines. 


THAILAND 


Thailand has committed itself firmly to the cause of the free world 
and to cooperation with the United States. Thailand is pledged to 
resist Communist aggression. If it has the means to resist, both eco- 
nomically and militarily, and if it feels confident it will have the 
vigorous support of the United States and other free nations we are 
sure it will continue to resist the Communist forces. 

Our economic and military aid programs are directed toward bol- 
stering this will to resist aggression. The technical cooperation pro- 
gram of $5 million is intended to enable Thailand to make better use 
of its extensive resources and to improve its standards of living, 
thereby increasing political stability and enabling it to resist Com- 
munist subversion from within. The military aid program for Thai- 
land has as its primary purpose an increase in the capabilities of the 
armed forces to maintain internal security and resist external attack. 


INDONESIA 


Indonesia, which is the largest country in Southeast Asia both in 
terms of territory and population, is of vital importance to the United 
States. It is strategically located upon the sea and air lanes of South- 
east Asia. It produces significant quantities of rubber, tin, and 
petroleum. With its large economic potential, its loss to the Com- 
munists would immeasurably strengthen that bloc. 

Indonesia faces many serious problems in trying to weld more than 
2,000 islands into a coordinated unit, in educating and training a —_ 
ill-trained and uneducated population, in achieving a strong, stable 

vernment, and in developing itself and raising the standards of 
iving, while handicapped by a shortage of capital and trained admin- 
istrators. 

The only program which we are proposing in Indochina is a $4 
million technical-cooperation program, which has as its objective 
assistance to help enable Indonesia to make better use of its resources, 
and improve the standard of living of its people, thereby contributing 
to its social, economic, and political stability. 

That is about all I have to say at this time. 
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MILITARY ASSISTANCE IN THE FAR EAST 


Mr. Murrey. General Stewart has a prepared statement on the Far 
East on military assistance which he would like to insert in the record 
at this point. 

Mr. Taser. All right. 

(The statement referred to above is as follows :) 


STATEMENT OF Mas. GEN. G. C. STEWART 


Ourevery existence may well depend on what we do now about the militant 
communism rampant in the Far East and southeast Asia. Unaided, our allies 
in this part of the world cannot establish or maintain the military power that 
they must have to check the menace of communism which would undermine and 
destroy their freedom. They need our continued support—in some cases urgent- 
ly. Communism is already camping in their front yards, and their homes and 
lives are imperiled. They have no other place to go and nobody to turn to except 
us. They have the desire to fight for their freedom but it is evident that we must 
furnish them the means to do so. It is also important that we see to it that their 
confidence in the United States is maintained. 

As of March 31, the United States military assistance programs in the Far 
East have resulted in the shipment of weapons valued at $1.2 billion. The results 
attained with these funds are as follows: 

The whole of Indochina might well have fallen to the Communists long ago 
had it not been for the assistance rendered to the French Union forces. 

Through our aid we have created on the island of Formosa a force of approxi- 
mately a half million fighting men which is capable of limited offensive action, 
and which not only offers a deterrent to surface attack by the Red Chinese forces 
from the mainland but ties up considerable Communist forces which could be 
used elsewhere. 

In the Philippines we have given support to a small but able military force 
which has been successful in subduing the Communist led Huks and which has 
served to help create stability and strength in the Philippine Government. 

In our small program in Thailand, we have trained the indigenous forces in 
modern military and naval science and have furnished them modern equipment. 
This has created a condition of stability in the Government of Thailand which 
should cause any potential invader to stop, look, and listen. 

Japan has recently come into this program with the ratification of the Mutual 
Defense*Agreement by the Japanese Diet the Ist of May. We are most anxious 
to expedite the organization, training, and equipping of Japanese forces capable 
of maintaining internal security and effectively guarding against external ag- 
gression. 

Since the beginning of the program until March 31, the value of MDA programs 
chargeable to appropriations totals $2,489.6 million. We are requesting an addi- 
tional $583.6 million for this fiscal year for military equipment and training. 

Our allies in the Far East deserve and must have our support. Some 300 million 
people presently alined on the side of freedom are either in a “hot war” with 
the Communist hordes or are in danger of ruthless attack. Our continued strong 
assistance is their only hope and I repeat what I said in the beginning—our own 
existence may well depend on what we continue to do for them. 

Attached for your information are two charts which show the overall status 
of the mutual defense assistance programs in the Far East. 

Mr. Chairman, that concludes my general statement on this area. 
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{Millions of dollars] 
Proposed, 
Fiscal years | Fiscal . 
1950-54 | fiscal yeur 
$838. 5 $583. 6 
765. §21. 
(760, 4 (511. 0) 
(4.9 (10. 1) 
Other, POH and 117.1 51.0 41.8 


Value of programs for equipment and supplies 


{In millions] 
Fiscal year 1950-54 program 
Fiscal year 1954 
program 055 
Shipped To be shipped 
Cc 
Charged | | to | | tO | | able to 
ns ns priations 
$1, 219.3 $107.6 | $1, 062.3 $26. 8 $760. 4 $24.0 
157.1 15.2 118.9 14.3 70.8 15.4 
205.1 34.7 317.9 IL 1 212.2 
Training programs— United States and overseas 
(Value in thousands of dollars) 
Pro) 
Fiscal year 1950-54 program fost 
Spaces Spaces Spaces | Spaces 
pro- Value com- Value in pro- 
gramed pleted training | gramed 
Total: 
Formal train 
| WEB 8, 488 | | $24, 940.8 6,405 | $16, 246.9 1, 460 13, 105 3, 838. 2 
393 14, 885. 1 3, 099 9, 904.8 658 6, 629. 1 
N Other training... 6,901.4 4, 066. 1 
‘a 
training... 2, 308 2, 052.7 1,821 1,201.1 629 3, 291.3 
Formal training 1,787} 8,003.0) 1,485°| 5, 141.0 178 3, 917.8 


1 Excludes $3.9 million proposed program for 1 country. 


Nore.—Totals based on unrounded figures hence may vary from totals of rounded amounts. 
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Mr. Taper. Are we to go over the details of this with you, or will 
someone else cover it ¢ ; 

Mr. Murruy. Dr. Moyer is here to cover the details, sir. 

Mr. Taser. Do you have a statement, Doctor, which you care to 
make to us beyond what has been said by Mr. Drumright ? 


ECONOMIC CONDITIONS IN THE FAR EAST 


Mr. Moyer. I would like, Mr. Chairman, to say just a few words on 
the overall economic situation. 

Mr. Taper. You may proceed. 

Mr. Moyer. I am later going into details by country. 

There are certain things, common to this area, which apply to the 
different countries, and which are the facts and the background 
which we have to take into account in considering whether any assist- 
ance of an economic or financial nature is necessary. They also 
throw light upon the reasons for the proposals, by country, which I 
will try to explain. 

One of these elements in the economic situation is certain limitations 
in the economies of these countries that are due to their being under- 
redominates, and it is largely subsistence 
agriculture. Because industry, manufacturing, and commerce are 
underdeveloped, their capacity to tax is very limited. They also have 
very limited capacity in their internal situation for loans. Their 
exports are usually limited to a few products, some of which are 
subject to quite severe fluctations in price. Because of limited land re- 
sources and the large population, they have a number of sore spots 
affecting the living conditions of the people which the Communists 
attempt to capitalize upon. These things apply to all of the coun- 
tries excepting, possibly, Japan. 

Another factor in the overall economic situation which creates some 
difficulty—well, there are two facts in the present situation which 
these countries have to face. Some of them, and the ones that we are 


parthoumrag going to consider today, are faced with the necessity of 
uilding up large armed forces beyond their capacity to sustain them. 
That is particularly true of Korea, China, and Indochina and, to a 
lesser extent, of the a 


Because of attempted Communist subversion from within, the 
also have to take unusual measures to take care of problems on whic 
the Communists might capitalize and which mig! t form the issues 
on which they could succeed in their efforts at subversion. 

This fact makes it necessary that they proceed with their develop- 
ment more rapidly than they normally would. 

It would be fortunate for them, however, and for us, if they had 50 
years to 100 years to go ahead with their development in their own 
way, and at their own pace, but the present situation does not permit 
that luxury. These are broad factors in the situation. 

So, in summing up, I would say that we think the proposed pro- 
grams, which I would like to explain in detail, will take care of the 
needs on the basis of present assumptions. I would have to add to 
that, however, that if, assumptions should change as, for instance, 
if some of these countries were faced with the necessity to increase 
their armed forces, the present proposals probably would not be 
adequate. 
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I think, beyond those few words, by way of general background, 
I do not need to say anything else. 


FOA PERSONNEL IN FAR EAST 


Mr. Taser. Do you have charge of this so-called technical setup ? 

Mr. Moyer. No, sir; I am the regional director for the Far East, 
and the way FOA is now organized, all activities within an area come 
within the general administration of the regional director of that 
area, but not beyond the area. 

I have nothing to do with technical cooperation in the Near East, 
or other areas. 

Mr. Taser. I am getting at the general complaint in regard to the 
technical assistance program to the effect that you have a very poor 
setup of overlords, and that the people down the line can get little 
done because of the situation. 

I am satisfied, based upon the source from which the reports come, 
that they are correct. It is reported that you have too many chiefs, 
proportionately, and that you have people who are serving as chiefs 
who are not competent and who are not doing a good job. 

Mr. Moyer. I would be very glad to comment upon that. 

I might mention that I came into this job last September, and I have 
heard that kind of complaint from three different countries in my own 
particular area. 

One is the Philippines, and the second is Indochina, and the third 
is Indonesia. 

The complaints from the Philippines date back beyond last summer, 
before I arrived, and just before I arrived a new mission director had 
pear’ put in the Philippines, and the reports we get now are quite 

ood. 

I think that that situation in the Philippines has been taken care of. 

Then in Indochina there also were complaints which I personally 
looked into last January, when I visited in the area, and we now have 
s new administrator in Indochina also, and also some others helping 

m. 

They are introducing a fresh viewpoint, and new ability. 

In Indonesia, when I arrived, I found that Indonesia had been with- 
out a director for almost a year at that time. There had been an act- 
ing director, and on my trip to Indonesia, I felt that within the limits 
of the situation, he had done very well, but we now have a new 
director in Indonesia and a new deputy director. If the new deputy 
director has not left for Indonesia, he is scheduled to leave at any 
time. 

We have heard such complaints, but we have also examined into 
them, and we have taken steps which I feel confident will do a great 
deal to correct the problems. 

Mr. Taser. I have also had complaints that there is a tremendous 
overload of personnel in connection with this technical business at 
the seat of government. I have not had an opportunity yet where I 
could ask that question the way I would like to, but T just want to 
serve notice that I intend to ask the question, because I understand 
that that situation is correct, and if the program is to be a success 
that situation has to be corrected. > 

Mr. Moyer. Do you mean, sir, in the countries, or in Washington ? 
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Mr. Taper. The last one was in Washington. 

Mr. Forp. Mr. Chairman, could I make a comment and ask a ques- 
tion at that point? Off the record? 

Mr. Taper. Yes, sir. 

(Discussion off the record.) 

Mr. Taser. Could you give us a picture of what the setup in Indo- 
china is on this eoebintelel biuisiene and how it is handled, and how 
many people you have, how many bosses, how many down below and 
what they do? I would like to know from you just what that picture 
is. If you are not prepared to give it, say so. 

Mr. Moyer. I am not prepared with figures, but I could give approx- 
imations. We can supply the figures, or I can do it at another session, 
whichever you prefer. 

I am familiar with the general framework, but I am not familiar 
with the precise figures. 

Mr. Taner. I would like to have the precise figures when we get 
to it. I would like to have that information as to several of these 
spots like Indonesia, Thailand, and Japan. 

Mr. Forp. I think that it might be well in the case of Indochina 
if we could have comparative figures showing what the situation was 
in 1952 personnelwise, what the situation is now, and information 
about the project and the kind of work that has been done there. 

Mr. Taper. I think that that would be helpful. I think that it 
would be desirable to have something of that character as to each of 
them because we are going to need it if we are going to make any 
judgment on this picture. 

(The information requested may be found on p. 170.) 


COORDINATION OF PROGRAMS FOR VARIOUS COUNTRIES 


Mr. Wiceteswortu. Is there anyone who integrates or coordinates 
our and technical assistance on an overall, worldwide 
asis 

Mr. Moyer. Not completely. ‘Within our agency we have a division 
or unit called Technical Service. That unit has to do with agricul- 
ture, health, and soon. They consider these programs on a worldwide 
basis, but the operation is coordinated in each of the four regions 
by the deputy regional director, but not worldwide. 

Mr. Wiccieswortn. The committee investigators raise a rather 
fundamental and interesting question, I think, and that is if there is 
not danger by reason of lack of coordination that we build up 1 coun- 
try, or 1 area, and at the same time that we hurt some other area, which 
we may have to deal with later on. 

Mr. Anpresen. If you will excuse the interruption, Mr. Wiggles- 
worth, I think that is being done in connection with Latin America 
and South America right now. I do not think the proper amount of 
consideration is being given to our neighboring countries. That is my 
personal opinion. 

Mr. Moyer. All of these programs are coordinated through Mr. 
Stassen and his deputies, and it is at that level where they determine 
what overall policies shall prevail in each of the regions. 

Mr. Wiccteswortn. Well, the investigators speak of industrializa- 
tion in Korea, for instance, and make the statement that FOA, in their 
opinion, is building up what appears to be Government-owned mar- 
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gual industries to supply goods which in both Formosa and Korea 
ave traditionally been supplied by Japan. Also, that Germany, 
which before the World War was a substantial supplier of fertilizer 
to the Far East and which is again regaining industrial capacity 
through the help of the foreign-aid program for producing for the 
Far East, her traditional market, runs into the fertilizer program, 
which we are building up in Korea. 

As I say, a gas the general question that although the FAO’s 
programs may be achieving self-sufficiency in one area, they may at 
the same time be creating industrial hardship in other areas that the 
United States may be called upon to alleviate through additional finan- 
cial support. 

Mr. Moyer. We do take those factors into account. 

Take, for instance, the case of Korea and Formosa. Both of those 
countries early were a part of the Japanese Empire and Japan de- 
veloped them in ways which were favorable to » ling Japan was 
the manufacturing-industrial center and she drew her raw materials 
from these other countries. Both of these areas no longer have those 
colonial ties, and they naturally are not content to retain a colonial 
status. 

FERTILIZER PROGRAM IN KOREA 


In the case of fertilizer, as an example, Korea before the war did 
have a very large fertilizer production. It was up in the north along 
the Yalu hives and I believe it was thoroughly bombed. It is not 
true that Korea previously had no fertilizer. " 
factured in Korea before. 

Mr. WicciEsworrn. Is it not true that Japan traditionally fur- 
nished very heavy supplies of fertilizer to Korea? 

Mr. Moyer. I am not clear as to the proportion. As I say, a sub- 
stantial amount was produced in Korea. 

Mr. Wiceieswortu. There have been a great many surveys made 
of this particular question out there, is that not so? 

Mr. Moyer. Yes, indeed. 

Mr. Taner. Somebody ought to know about it. 

Mr. WicatEswortu. The investigators list about seven surveys here. 
You are starting out on a $20 million program for fertilizer. 

Mr. Moyer. Yes, $23 million. 

Mr. Wice_eswortn. What is the ultimate size of that program go- 
ing to be, in your opinion? 

r. Moyer. That is the only part now planned. 

Mr. WiceieswortH. Would you say that it is the beginning of a 
$60 million venture? 

Mr. Moyer. No, sir. At least there are no intentions of that at 
the present time. The 1955 program, I think, has nothing in it for 
fertilizer. 

Mr. Wieciesworrn. It was ~ in there was it not at the urgent 
— of our friend, Sigmund Rhee. 

r. Moysr. Yes. 

Mr. Wicetesworrn. The question raised in this study is whether 
or not in trying to help Korea we may not at the same time be sup- 

lanting a market which could readily be filled from Japan, thereby 

Iping both countries. 
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Mr. Moyer. That is partially true. Korea will still have to draw 
a part of her requirements from abroad. This contemplated plant 
meets about a third of Korea’s requirements. 

(Discussion off the record.) 

Mr. Wiccteswortu. Was full consideration given to the Japanese 
picture in arriving at that decision, or was it done by some segment 
of the organization that deals with Korea and not with the Far East 
generally. 

Mr. Moyer. The segment of the organization that deals with the 
Far East generally. Japan’s problem was given consideration. 

Mr. Wicereswortu. Would you say, having gone this far and 
intending to go further in Korea, we may now have to make up to 
an the market which our action takes away from Japan in 

orea 

Mr. Moyer. There has not been any substantial surplus in Japan. 
Some of Japan’s capacity has been reduced through war. The same 
general situation applies in Formosa. I was in Formosa and we had 
great difficulty back in 1951 in procuring from Japan. For one 
reason, Japan prefers to sell to other areas where she can get dollars 
or sterling. She is not too interested in selling locally where she can- 
not get that. We were never quite sure until the last minute how 
much we could actually procure from Japan. Those factors were 
taken into account. 

Mr. WiccteswortH. This a pretty broad question, but it seems to 
me it is a pretty important one, both economically and in terms of 
dollars and cents insofar as this country is concerned. I bring it u 
at this time for that reason. I think it should be constantly in min 
in working out your plans, 

Mr. Moyer. That is true. I have recently added to my staff one 
person whose main business is to examine the area considerations that 
should apply in these programs. 

Mr. Forp. When we come to Korea, are we going to have an 
accounting of some sort as to the disbursement of the $200 million 
which was transferred from the Department of Defense budget for 
Korea? I do not see anything here which gives an analysis of how 
those funds were disbursed. 

Mr. Taser. We are going to ask for it certainly. Whether we are 
going to get it or not I do not know. 

Mr. Moyer. I have those figures, sir. 


POWER SITUATION IN SOUTH KOREA 


Mr. Gary. What is the power situation in South Korea at the 

resent time? Prior to the Korean war all of the power plants were in 

orth Korea and South Korea was supplied with power from North 
Korea. That power was cut off at the beginning of the war, which 
made it necessary to provide emergency power by sending some of our 
naval barges over there. Since that time we have been, as I under- 
stand it, developing some power in South Korea. I would just like 
to know what the present situation is. 

Mr. Moyer. There are still shortages. There are still two barges 
in there helping to meet the needs on an emergency basis. 

Mr. Gary. Naval barges? “nelle 
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Mr. Moyer. Yes. We are helping to restore one of the plants which 
was in the South Korea area. The problem is a large one: The pro- 
we provides for additional thermal plants to help make up the 

eficit, but there will be a real shortage until these are established 
There are still two naval barges in there helping to meet the need 
on an emergency basis. 

Mr. Gary. I do not suppose that it would be possible for South 
Korea to obtain power from the North Korean plants until some agree- 
ment is reached; is that correct ? 

Mr. Moyer. That is correct; it would be impossible. I think that 
they have been bombed out. I am not qiute sure to what extent. I 
know that they were bombed. 

Mr. Gary. The bombing of those plants is one thing that brought 
China into the Korean war, is that not so? 

Mr. Moyer. I do not remember the chronology there. China 
crossed the river at the time when our forces were approaching the 
river from the Korean side. Whether we bombed those plants in 
connection with that, I do not know. Mr. Drumright was there at 
that time. 

Mr. Drumricut. Back in September or October and November of 
1950 you may recall that the State Department here and the Govern- 
ment were trying to assure the Chinese that we had no ulterior motives 
in the north, and General MacArthur had instructions not to bomb 
this big Yalu plant, the big one that produced over 500,000 kilowatts. 
That plant was not bombed until 1952. Finally orders were given to 
bomb the generators, not the dam, and they were bombed and taken 
out, and as far as we know, they have not been put back into produc- 
tion yet. 

Formosa 


Mr. Taner. I think that we better start by countries and go down 
through them to see what we can find out. We will start with 
Formosa, which appears on page 261. There we have a request for 
a program for military assistance for 1955, and $25 million for direct 
forces support and defense support financed by section 550 sales pro- 
ceeds. What is section 550? 

Mr. Murpuy. That refers to the 1954 column only. Section 550 
was the provision in our act last year that required us to devote not 
less than $100 million and not more than $250 million for the purchase 
of surplus agricultural commodities. 

You will notice that the fiscal year 1955 figure on the Defense Sup- 
port line is $62,575,000. 

Mr. Taser. Then we have technical cooperation, $2,425,000 under 
title III. 

OBLIGATIONS 


Now with regard to the program for 1954. How much of that is 
presently actuall obligated 

Mr. Moyer. That goes down into the military assistance program. 

Mr. Taser. If you do not have the answer, let the fellow that does 
have it speak <> 

Mr. Moyer. I can give you the answer for the part that comes under 

. Taper. Well, how much of the military assistance is actually 

obligated ? 
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General Srewarr. Mr. Chairman, when we went over this the other 
day we found our obligations are all carried by areas and not by indi- 
vidual countries. I can tell you what the value of the deliveries 
to the countries are. 

Mr. Taser. How much in deliveries did you make in 1954? 

General Stewart. The deliveries here in front of me are the totals. 

(Discussion off the record. ) 

Mr. Taser. Since the program started; but you do not know how 
much was delivered in 1954 out of this program / 

General Srewarr. I do not have the figure with me. I can get it. 


LACK OF INFORMATION AVAILABLE TO COMMITTEE 


Mr. Taser. Frankly, I thought you were going to be here with some 
information. We did not get much information on Friday, and I 
thought you were going to be here today with information for us. 

Mr. O'Hara. We have provided tables showing the deliveries by 
area in fiscal year 1954. 

Mr. Taser. By area? 

Mr. O'Hara. Yes. 

Mr. Taser. You do not want us to go into the details of the coun- 
tries. This thing is getting so it looks like you do not want us to 
know anything about it. Frankly, it is the most unsatisfactory hear- 
ing that I have ever sat in. We are not getin any information that 
really meets the situation. The things that I have gotten in connec- 
tion with this picture do not make me a bit happy. 

What are you going to tell us about the deliveries? If we cannot 
get it any other way, we will take it by areas. You have a table that 
shows the deliveries. 

Mr. O’Hara. We have a table that shows total deliveries by cate- 

ries that I gave this morning to the clerk. There are other tables 
showing obligations by areas, and the obligations for the Far East 
for the fiscal year 1954, through the 31st of May, are $524,448,069 ; 
and there is a table that shows the breakdown of those obligations by 
categories of equipment. 

Mr. Wiceieswortn. That is against on overall figure of 
$583,600,000 ? 

Mr. O'Hara. That is the fiscal year 1954, for 11 months, against 
an availability that we have in this area of — 

Mr. Wicetrswortn. Total availability ? 

Mr. O’Hara. Total availability of $1,324 million. 

Mr. Taper. Where is that on your paper? 

Mr. O’Hara. That is not on the paper, sir. It is additional infor- 
mation. The obligations are on the paper, sir. 

Mr. Taser. How much did you have available in 1954? 

Mr. O’Hara. For all titles, sir, it was $4,497 million, of which 
$1,324 million was available for the Far East. 

Mr. Wieeteswortu. Unless you have availabilities and actual obli- 
gations and unobligated balances, I do not’ know how anybody can 
get any accurate picture of what is going on. It should be by coun- 
tries, of course. 

Mr. Taser. Frankly, I thought after the session we had Friday and 
the criticisms we made of what we were furnished that we would have 


something today that might be intelligible. I am frankly disgusted; 
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thoroughly disgusted. I have never seen anything to beat this in 
all my days here on the committee. 

Mr. O’Hara. I am sorry, Mr. Chairman. I stated Saturday what 
would be provided this morning, and I have provided those tables. 
I brought them in before the hearing. They contain precisely what 
I stated we would provide. 

Mr. Taser. We may get to the point where we will have to go out 
on the floor and recommend no appropriations at all, and that is what 
we are going to be up against unless we are provided with detailed 
information on these different things, and information that will give 
us a picture of what the situation is. 

The presumption is when you fail to give us proper information, 
you do not have it and cannot give it. It is either that, or you do not 
want to give it, and if you do not want to give it the presumption 
is that you do not need the money. That is what we are up against 
right now. I do not know what you want to do, or whether there 
is any possibility of getting any intelligent approach to this situa- 
tion or not. 

We are here and we are giving our time and putting ourselves out 
to try to give you an opportunity to present your case and you are not 
presenting it. I donot know. Maybe you do not have any, and that 
would have to be the conclusion I would have to arrive at from the 
progress thus far. 

General Stewart. Mr. Chairman, may I again say what we do have 
pate. No. 1, we have on obligations the amount of funds obligated 

y area. 

Mr. Taser. But you do not have the availability. It is just abso- 
lutely impossible without that information to arrive at any idea of 
where you are, or what the situation is. 

General Stewart. We have in addition to that, sir, the value of each 
country’s program, and the value of all deliveries made under that 
program through the 31st of March. We have the value of the items 
that still remain to be delivered under programs already functioning 
and funded. We have a list of the important items contained in them, 
both delivered and undelivered. We have a list of the items we pro- 
posed to buy with the funds we are requesting in fiscal year 1955. 

Mr. Wiceteswortn. Which is subject to change without notice, in 
whole or in part, as I understand it. 

General Stewart. First, the list we give you for next year’s program 
is subject to change made by you. We have to balance this with what- 
ever the Congress gives us. 

Mr. WiccieswortH. I mean that the illustrative programs do not 
mean much—— 

General Srewarr. They certainly do. My program is one where 
they most certainly do. They are developed against a specific force 

e 


basis which I have in detail to give to you here, if you want it. 
Mr. Wiceteswortn. I mean, you reserve the right to change any 
item in the illustrative program you give us at any time, do you not? 
General Stewart. That is correct, sir. 
Mr. Wiccieswortn. From that standpoint then they do not mean 
much in terms of specific A igang to be carried out. They may or 
e 


may not be carried out. y are just the kind of a program that at 
the moment you think would be advisable to carry out, but subject to 
change at any time, as I understand it. 
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General Stewart. When we develop a program—— 

Mr. Wiccieswortu. Is that not a fact? 

General Stewart. It is correct, sir, but it is not giving the correct 
peeve it is not giving an accurate picture. We have a program of 

undreds of items for a given country. The thing never dies. Some- 
thing changes. There is a change in the organization of the unit, 
and we make the necessary change in the number of items. If an 
emergency arises that requires us to furnish more money to another 
country than we intended to furnish, such as Indochina, we must re- 
duce a second country’s program. We make those changes. We try 
to keep the programs in balance with the funds that we have. There 
is not the slightest intention here to give you a program and then 
go off and make a major change in it. It is developed against a 
force base. There are minor changes in each program every day. 

Mr. WiaciesworrH. I do not say that there is that intention, and 
T realize that some changes may have to be made, but when you put 
it forward as something that you are giving us in terms of specific 
information, to my mind it is of very little value. 

General Stewart. We ask you for money for certain countries, and 
this is an effort to show you what we would use that money for. 
Except in the case of our friend France very few changes occur in 
the force basis that we are working against. That is the number of 
divisions that we are trying to help. 

Mr. Wicerieswortn. But you give us figures, and then you take 
$780 million from those figures and transfer them somewhere else. 
I do not say that that was wrong; I am not criticizing. I am simply 
saying that it destroys the value of the evidence upon which you 
justify your case here. 

General Stewart. That is correct, sir. I would like to point out 
those funds were taken from the military program. 

Mr. I realize that. 

General Stewart. Mr. Chairman, I am greatly distressed. We 
worked for months preparing this. I would ask permission to put on 
one country’s program as we have it and see if we do not have most 
of what you want. 

Mr. Taner. We were trying to get something out of you before on 
— countries. We tried Friday and we did not have very much 

uck. 

All right; I will just leave it to you. You go ahead now and give 
us the Formosa picture. We will give you your opportunity and if 
it does not amount to anything we will tell you so, and tell you 
frankly. 

General Stewart. Yes. 

Mr. Taner. Give us what you have and see if it amounts to any- 
thing. We will start with Formosa. 


Formosa 


PROCUREMENT AND SHIPMENT OF MILITARY EQUIPMENT 


General Srewart. I will speak on Formosa. 

We are attempting in Formosa to provide equipment for the follow- 
ing units which have been recommended by the Joint Chiefs of Staff 
and approved by the Secretary of Defense : 

(Discussion off the record.) 
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Mr. Taper. Where do you get that? 

General Stewart. I have this in a force book. It is not in the 
main book. 

Mr. Taper. All right. 

General Stewart. We have been working against supplying equip- 
ment for these forces for several years. That is, for the fiscal years 
1950 through 1954. 

Mr. Wiacieswortu. Five years? 

General Stewart. Yes. Most of the funds available are involved 
in equipment and the remainder has been used, or is in the process 
of being used for training activities. 

In the fiscal year 1954, the Congress actually gave us a floor for 
this particular country in that it required us to | a a program in 
Formosa at least 20 percent greater than the illustrative program 
we used in our presentation. We have complied with that provision. 

Now, of the gree we have bought, or are in the process of 
buying for the forces in this country, we have actually shipped a 
considerable amount of equipment chargeable to the funds appro- 
priated for this purpose in this bill. 

Mr. Taper. Do you mean out of the total military program you 
delivered that Pat over the 5 years? 

General Stewart. That is correct. That is on page 266 in your 


k. 
Mr. Mourpny. It is in the second book. It is in the middle of the 
pa hipped under the fiscal years 1950-54 awe 
neral Stewart. You see the figure of total shipments shown for 
the fiscal year 1950 through 1954. 


In addition, we have shipped 8 from excess stock. 
t 


Mr. WicetrswortH. What does that mean? 

General Stewart. We are authorized under the provisions of the 
bill to furnish material from stocks excess to the requirements of our 
own forces without charge against the funds appropriated in this 
bill other than the charges necessary to rehabilitate the equipment 
and to pack and ship it. 

eee off the record.) 

n page 267, which is just below that we have shown information 
of the same general type but in a different form in an effort to give 
you a picture of our performance and our intentions. 

On page 267, if you will look at the left-hand column, “Army,” you 
will see a list of major items, grouped, constituting a very substantial 
part of the total program. In the first column to the right of that 
under a general heading, “Fiscal years 1950 through 1954,” which 
corresponds to the figure I gave you a while ago, and dealing only 
with material, you will see opposite the various items the number of 
individual items that we have shipped as of March 31, 1954. That 
is under the column “Quantity shipped.” 

The second column, “Quantity to be shipped,” shows the number of 
items remaining to be shipped and which are already funded by the 
appropriations of the fiscal years 1950 through 1954. 

at table corresponds to the table on the preceding page. 
(Discussion off the record.) 
Mr. Taser. What was the other money for? 
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General Stewart. There are two main categories—materiel and 
training. Materiel in these charts we break down to cover packing, 
crating, handling, and things like that. 

Mr. Taser. Of that money, how much has been obligated ? 

General Stewart. We give you, because the books have been kept 
that way since early in the program, the amount of obligations against 
the Far East area. 

To answer your question, a very close approximation would be the 


proportion of this program against the area. 
BY AREA 


Mr. Taser. Where is the list of obligations by areas? 

Mr. Morreny. On that page you are looking at, you will see the 
_ column labeled “Far East,” and you will notice it breaks the obliga- 
tions down by category on the left-hand side. 

Mr. Taser. That is the total down at the bottom? 

Mr. Murrny. No. If you go over to the next page, you will see the 
grand total in the middle of the page of $524,448,600. Those are the 
obligations in this area during fiscal year 1954. 

r. Taper. Against the total of what? 

Mr. Morpxy. $1,324,000,000 that Mr. O’Hara gave you. 

Mr. O'Hara. $1,324,700,000. 

Mr. Taper. And $524.4 million has been obligated in that area? 

Mr. Moreuy. Through May 31, 

Mr. O’Hara. At that time we had $800 million unobligated in that 
area. 

Mr. Murpuy. You will notice the total under the column labeled 
“Total” is $1,272,000,000 for all areas for the first 11 months of fiscal 
1954, 

Mr. Taser. What is that total? 

Mr. Moureuy. $1,272,890,262 is the total obligations during fiscal 
1954 in all areas for the period ending May 31. 

Mr. Wiceteswortu. That is not the total availability, that is the 
total obligations. 

Mr, Morreny. That is right, The total availability for the world is 
$4,497,700,000. 

Mr. WiccteswortH. That is worldwide? 

Mr. Murruy. That is woridwide for fiscal 1954, and the figure 
shown is the actual obligations through May 31. 

Mr. Taser, Are these figures, all of them, through May 31? 

g bach O’Hara. Yes, sir; that is, all of the figures we had at that time 
eveloped. 

Mr. RI cRPHY. You will recall the book indicates estimated obliga- 

tions for the year of $1,881 million out of the $4.4 billion. 

Mr. Taper. Wait a minute, now. 

Mr. O'Hara. $2,824,800,00 was unobligated on May 31. 


Unosiicatep Batances By AREA 
Mr. WicciEswortnH. Cannot you give us the unobligated funds for 


each one of these areas? 
Mr. O’Hara. Yes, sir, we could give you that. In the European 
area, the unobligated balance on May 31 was $1,559,100,000. 
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Mr. Wiccieswortu. And in the Near East ? 

Mr. O'Hara. The Near East was $419.1 million. 

Mr. Wiceteswortu. And in the Far East? 

Mr. O’Hara. $799.7 million. 

Mr. Taser. That is where we just got $800.3 million; but that is a 
minor difference . 

Mr. O'Hara. I am afraid I must have given you the wrong figure. 
The total availability is $1,324,100,000. 

Mr. Taser. It was $700 million that you gave us. 

Mr. O’Hara. The $700 million was my mistake. The unobligated 
balance is $799.7 million. 

Mr. Wiccteswortn. What is it for Latin America? 

Mr. O'Hara. $46.9 million. 

Mr. Taper. That is the unobligated balance? 

Mr. O’Hara. Yes, sir, as of May 31. 

Mr. Taser. To check again, the total unobligated for Europe was 
$1,559,100,000? 

Mr. O’Hara. Yes, sir. 

Mr. Taser. And the Near East, $419.1 million ? 

Mr. O’Hara. Yes, sir. 

Mr. Taser. And the Far East, $799.7 million? 

Mr. O’Hara. Yes, sir. 

Mr. Taper. And Latin America, $46.9 million ? 

Mr. O’Hara. Yes, sir. 

Mr. Taxer. Now the availability for Europe was what? 

Mr. O’Hara. The availability for Europe was $2.383 billion in 
regular military assistance, also $50 million in mutual special weapons 
is in there, which made a total of $2,433,300,000. 

3 gaa And the total availability for the Near East was how 
muc 

Mr. O’Hara. $671.4 million, and Latin America was $68.8 million. 

Mr. Taper. Now this covers everything that the Department of 
Defense handles; is that right? 

Mr. O'Hara. Yes sir, everything in the military assistance pro- 
gram, includin infrastructure, facilities assistance, and assistance 
authorized by chapter 1, title I of the authorizing legislation passed 
by Congress. 

Mr. Wice.eswortu. Is that for all of title I, or only chapter 1? 

Mr. O’Hara. Chapter 1 of title I. 

General Stewart. The answer to the chairman’s question is “Yes,” 
is it not, that this is the entire Department of Defense. 

Mr. O’Hara. All of our programs; yes, sir. The reason I say “all 
of our programs” is that it reimburses some other agencies for work 
included in our programs. 

Mr. Taper. Those would be obligations, would they not? 

Mr. O’Hara. They are obligations against us; yes, sir. 

Mr. Taper. You are not able to give us any picture as to any 
particular country as to anything except shipments; is that right? 

General Stewart. Shipments and their value, and the training 


program. 
Mr. Taper. The ge gy: you have set up? 
e 


General Stewart. Yes, sir. 
Mr. Taser. Can you tell us what the shipments were during the 
particular year 1954? 
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General Srewarr. Yes, sir. It do not have it in front of me now 
but I can tell you every month for every year, and I will have that 
for you, but it is just one of the things T . not have in front of me 
right now. 

r.Gary. You do not have the complete fiscal year 1954; you do not 
have the last month? 

General Stewart. No, sir; I do not have the last month for 1954. 

Mr. Tarver. Do you have an estimate for the last month of 1954? 

Mr. O’Hara. We have some preliminary reports of obligations but 
they are incomplete, I could give you what we have, elinengh they 
are incomplete and subject to adjustment when we do get the final 
reports in. We donot have some reports. For example, we have noth- 
ing at all yet from the Army te Tlabhons on the bulk of the materiel. 
We have information as to the offshore procurement obligations dur- 
ing the month, as to the infrastructure during June, which are not 
yet reported in full; as to the NATO Headquarters obligations and 
as to facilities assistance and the mutual special weapons, both partial 
reports, based on cable receipts. 

he total of those items is $447,351,000 in the offshore program ; 
$37 million infrastructure; $6 million is in contribution to NATO 
Headquarters; $33 million is facilities assistance, and approximately 
$20 million has been reported by cable as having been assigned on 
mutual special weapons program in contracts for development. All 
of that except approximately $18 million of offshore procurement 
would fall into Europe, and that falls in the Far East. That does 
not include obligations against military materiel being provided from 
the United States. 

(Discussion off the record.) 

Mr. Taser. Are there any questions right now that do not relate 
to the figures? 


Formosa 


Mr. Gary, I would like to ask something about the Nationalist 
Army on Formosa at the present time. What can you tell us about the 
Chinese Nationalist Army? 

(Discussion off the record.) 


AFTERNOON SESSION 


Mr. Taser. The committee will come to order. 
Mr. Wigglesworth, you may proceed. 
(Discussion off the record.) 


DELIVERY OF MATERIAL TO FORMOSA 


Mr. Wiactesworrn. Well, what is the explanation of that? 

General Srewart. The explanation, sir, is this: I cannot program 
an item for a country, regardless of the fact that it is an item which 
they need, I cannot program it and start the machinery turning to get 
that item unless I have back of my program the authority of the 
Congress in the form of an apgueeeees. 

Mr. Taner. It will be the kind of material specified on page 267 of 
the justifications; will it not? | 

General Stewart. Yes, sir; it will. 

Mr. Taner. What item in there is there which calls for a lead time 
of 2.5 years? 
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General Srewarr. The aircraft call for some lead time, sir, over 
in the Navy column, and the ships. Of course, there are no ships 
in 1955 right now. 

Mr. Taser. Well, there is no aircraft in the Navy column, nor in 
the Air Force, but there is some in the Army column. 

General Stewart. That is right. 

Mr. Taser. I find it difficult for anyone to see why, when you have 
enough money to carry you 3 years, you need to have more money. 

General Srewarr. It is indeed, sir. 

Mr. Taser. How much has been obligated for these items of mate- 
rial, do you suppose? We have a right to believe that about 30 
percent of the total amount which has been made available for last 
year has been obligated. If there is nothing more than that, it is 
rather hard to understand why, with lead times such as you have 
on this material, you would need this additional money. 

I do not believe you have anything there which would require more 
than 12 months lead time, outside of the airplanes. 

I do not believe the bombers would require any particular time, 
because they come out of stock; do they not? 

General Stewart. I believe these do; yes, sir. 

Mr. Taser. Sure. So, they would not require any particular lead 
time. 

(Discussion off the record.) 

General Stewart. Mr. Chairman, I would like to say that on the 
question of the deliveries, if you take any one country like this and 
we said “All right; we will deliver all of that,” we could probably 
deliver it next month, but we have over 30 countries in this program 
and what becomes available every month, we divide among the coun- 
tries in the order of priorities. We do not fill one priority without 

iving the other man anything. There is no getting around the fact 
that our deliveries are far below what anybody wants them to be. 
They are below what we said they would L. but we are doing all, 
wherever possible, that we can to try to speed them up. 

We have not had a good performance in deliveries. There are 
thousands of reasons, no one of which is satisfactory. I can assure 
you that no less a person than the Secretary of Defense himself has 
interested himself, and has taken action to see what can be done to 
improve the situation. We are away behind in the deliveries, accord- 
ing to our own forecast, and we are away behind against this program, 
but I would like to repeat once more in regard to this program if we 
can arrive at some method whereby it is proper and legal where we 
can make an agreement to furnish certain equipment, if and when we 

t the money, instead of having to have the money at the time we 

ave made an arrangement, then you have got a different approach 
to this thing. 

Mr. Taper. You do not have any binding agreement to give them 
anything. You have a picture where you tell them that you are 
figuring to give them something, but your authority is ot bat to 
having the material diverted by our Government all the way through. 
You do not have any situation where you have a binding contract. 
You ought to consider that when you make your statements. 

General Stewart. At the present moment, sir, there isa proposal, 
prepared in my office, which, if approved, will give us some assistance 
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in this. We are proposing that a deficiency list, which we translate 
into a program by a planned document which we will use in, say, as 
far as we can—as far as we are authorized by the Con and given 
the money—and when the equipment becomes available, we will com- 
plete this program. 

In the meantime, there is a planning document showing what is 
required, and then year by year we only fund and put into procure- 
ment such amount as we have the funds for. 

We will then, I think, be in a position where we can answer the 
kind of questions which you are asking now. 

Mr. Taner. Here is the picture which has been presented to us. 
We are presented with a request for —— 5 billion, and 
I am not going into the details of it, but we are presented with a 
request to carry forward unobligated balances which I am satisfied 
from my study of the situation exceed the new money. 

You may dispute that, but I am satisfied I am correct. 

That is in the basis of the aa which does not show you are 
planning to deliver in fiscal 1955 as much as your new appropriation. 

It looks to me as if we ought to get at it from a more intelligent 
standpoint. I do not see why we should not do it. 


METHOD OF ARRIVING AT REQUIREMENTS 


General Stewart. Mr. Chairman, as I pointed out the other day, 
last fall when we got together the 07 iy: we for fiscal 1955 pro- 
m on a pure requirements basis, these things that we were not 
nded for—the overall worldwide figure came out at $4.7 billion. 


Now, in my office we went through about 3 weeks of reviews of 
that. We had the Comptroller peop e in, and we had people in who 
i 


knew about production and deliveries; we had the Bureau of the 
Budget to sit with us and to the best of our ability at that time and 
bheaed upon the a as we had at that time, we reduced that 
figure to the figure which we thought we required to keep this pro- 
moving at the best momentum we could keep it moving. 

In fiscal 1953, we had our best year. We delivered $3.6 billion 
worth of equipment. We are not doing that well this year. So, we 
did make a ay sincere effort in the direction of which you are speak- 
ing, with a full understanding of the carryover. 

ow, whether we have the correct figure, I do not know. Our 
deliveries have not been so good as we calculated on, but we did try 
to take that into consideration and, as I pointed out the other day, 
there are forces that will be brought into being which have never 
been in being before, and for which we have never programed a 
nickel’s worth of equipment. I had a list of them the other day. If 
we are going to say we are going to supply some equipment for these 
forces, it has been our ground rule so far that we cannot say that 
unless we have the fiscal authority back of us, and that is the situation 
in which we find ourselves, sir. 
_ Mr. Taper. You are talking about rot apse, and we will 
into something which will give us a pretty good illustration of t 
in a moment or two, but I will not discuss that yet. That is more or 
less an indefinite word at the present time, but as we get over into 
Indochina, it will become plainer as to what the situation is. I just 
do not wadentand any reason for that approach. 
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Mr. WiceLeswortH. How did you arrive at that figure / 

General Stewart. We took the forces which I read to you this 
morning, sir, that are on Formosa which the JCS recommended that 
we assist with, Our MAG knows the exact status of their equipment 
and they sit down once a year—at least once a year—and go over with 
the Chinese exactly what they have got, and what they still need to 
complete the equipment of those forces. 

That includes additional equipment which has never been provided 
such as trainee ammunition, ammunition reserves, and so forth, and 
that constitutes a deficiency list. 

That deficiency list is then tailored to the ceiling of funds that we 
can give that country for use against that country’s requirements for 
the year, and that is how we arrived at it. 


AMOUNT OF MUTUAL SECURITY PROGRAM ALREADY FUNDED 


Mr. Wicciesworrn. You are asking for more funding than you ex- 
pect to use. 

General Srewarr. We are asking for more money than we will 
deliver. We are asking for money to set the wheels in motion to buy 
this additional equipment. 

. WiceLeswortu. Yes, but that is a general statement, and the 
tables which you have given us, do not give any apparent justification 
for the amount requested. 

General Srewart. That is true, sir. You can make the same ap- 
roach if you assume that we are going to deliver at about $3 billion 
o $3.6 billion a year, that we have about 2.5 years funded right now. 

Mr. Taper. You have almost 3 years. 

General Stewart. Yes, sir. 

It depends on exactly how it works out. 

Mr, Gary. General Chase has been over there working on that 
problem for a long time; has he not? 

General Stewart. Yes, sir. He was back, and testified before the 
other committees on this situation. 

Mr. Gary. He is in charge of the American Advisory Board, in 
Formosa; is he not? 

General Stewart. Yes, sir. 

Mr. Taser. Three and one-half years is the figure, instead of 2.5 
years; if you get this money. It is almost practically 3 years without 
it. You may go ahead and say what you want to. 

General Stewart. I would Tike to call attention to the fact that the 
value of the program I am up here presenting to you, worldwide, is 
$1.58 billion. That is my portion of the overall foreign aid program. 

Mr. Taser. Is that correct, as far as the new money goes? 

General Srewarr. Yes, sir; that is correct. 

Mr. Taser. Your portion is $3,224 million, less whatever was obli- 
gated in June? 

General Stewart. Yes, sir. 

Mr. Taser. That would mean obligations at the rate of about $300 
million a month; would it not? 

General Srewarr. Yes, sir. 

Mr. O'Hara. Pardon me, Mr. Chairman. 

We did, I think, have an estimate in June of approximately $600 
million more, which has been obligated. 
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Mr. Taper. Well, that was the overall figure ; was it not? 

Mr. O’Hara. It was the overall figure; yes, sir. 

Mr. Taser. That would not all come out of this particular item ? 

Mr. O’Hara. That would be worldwide, for the military portion of 
the pro , sir. 

Mr. ABER. It was? 

Mr. O’Hara. Yes, sir. 

Mr. Taper. Well, all right. 


NEED FOR FUNDS TO KEEP PLANNED PROGRAMS MOVING 


General Srewarr. Mr. Chairman, may I add one or two things to 
what I have said along the same line of the thing we are speaking of 
as carryover? 

At the present time, now, I would like to repeat that up until this 
point we have never been allowed under the rules, which I thought 
were sound, to make up a program and start action against it unless 
we had a dollar for every dollar’s worth of equipment on that pro- 

m. 
TNotw, we have run away behind. At the present moment on that 
basis our programs exceed the money we have got and the Joint Chiefs 
of Staff have on at least 4 occasions in the last 6 months protested 
that they could not meet their requirements in a military sense un- 
less we can fund more than we are funding. 

The basis of coming below what they say is the basis, I told vou 
we used, where we, within our human limitations and doing it last No- 
vember, we figured out how much money we had to have—the mini- 
mum money—to keep this program moving at its momentum. 

Mr. Taner. What value can there be, except for window-dressin 
purposes, to have a lot of money appropriated that is not obligated? 

General Stewart. Well, I think iP we could get a scheme that was 


legal—and I am not a lawyer—and — to the Congress, where 


we could go ahead with our plans and programs and have that as 
an ultimate target against which we worked, and then, each year, 
have a procurement program to take a bite out of that, that we 
could probably work on a different basis than this presentation. 

Mr. Off the record. 

(Discussion off the record.) 

Mr. Forp. I would like some classification on this equipment which 
is tentatively itemized here. 

(Discussion off the record.) 


Formosa 
DIRECT FORCES SUPPORT AND DEFENSE SUPPORT PROGRAMS 


Mr. Wicetrsworrn. What about the other items under Formosa, 
$25 million for direct forces support and $52,600,000 for defense 
mort, and $2,400,000 for technical cooperation ? 

r. Taper. Let us not bother with technical cooperation until we 
get it all in one lump. 

Mr. Moyer. I think that I have the figues here that the committee 
would like. I do not know just where to start. Would you like to 
su where I start? 

r. WiceLeswortu. How much did we put into Formosa last year? 
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Mr. Moyer. For direct forces support last year, $30 million; this 
ear, $25 million is proposed. This appears on page 261 of volume 
i of the presentation book, and the other tables following might 
be useful. 
Mr. What was the figure for defense support 
Mr. Moyer. For 1954 it was $81,822,000. Those two added t together 
make a total of $111,800,000. 
In 1955 the direct forces support item is $25 million, and the defense 
support item is $62,575,000, making a total of $87,575,000. 


DELIVERIES 


Mr. Wice_esworrH. How much pipeline is there for each of those 
items ¢ 

Mr. Moyer. I have some figures here that might be of interest to the 
committee. The figures are broken down here into two groups be- 
cause $5 million out of last year’s $81,822,000 came from section 550 
—_ agricultural surpluses, so we have shown it separately in these 
tables. 

Mr. WiceLeswortH. How much is there in the pipeline now for (a) 
direct forces support (6) defense support ? 

Mr. Moyer. As of June 30, 1954, for direct forces support, $18 mil- 
lion ; for defense support, $86,100,000. 

Mr. WiceieswortH. How much did you actually deliver in each 
instance in 1954? 

EXPENDITURES 


Mr. Moyer. During 1954 the expenditure items are: for direct forces 
support, $34,900,000; for defense support, $47,100,000. Those were 
the amounts expended during 1954. 

Mr. Wiaeieswortu. If you get this money you will have $43 million 
available for direct forces support against actual deliveries in 1954 of 
$34,900,000, and you will have about $151,100,000 against actual ex- 
penditures of $47,100,000 in 1954 for defense support. 

Mr. Moyer. We would have available for expenditure $151,100,000 
total as against an expenditure in 1954 of $47,100,000. 

Mr. WiccieswortH. What are your estimated expenditures in 1955 
for both? 

Mr. Moyer. The estimated expenditures in 1955 for direct forces 
support, $27,500,000, and the estimated expenditures for defense sup- 
port, $74 million. 

Mr. Wicciesworrn. You will have about an eight months’ supply 
in Neon pipeline in June for one of those items, and 14 months for the 
other. 

Mr. Moyer. In terms of dollar value. In terms of type of material 
that will be in the gt coca. you can get some idea by turning to page 
269 where the table shows the med, yplrunnal of materials that are 
in the program for these 2 years. If you look first at the defense sup- 
port item, the second broad column down on page 269, the 1954 pro- 
gram, you will see that it has a very substantial amount for long lead 
items. For category 4, transportation, communications and power, in 
1954 there is $6,760,000. For the next category of industry, mining, 
and labor, there is a total of $21,790,000, so as between those two there 
is somewhere around $28,500,000. These are long lead items, and were 
obligated in the last half of the year. 
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Mr. Wiccieswortu. The corresponding items for 1955 show a con- 
siderable decrease. 

Mr. Moyer. A total of about $20 million in 1955. 

Mr. Wiceteswortu. As compared to $28 million in 1954? 

Mr, Moyer. Yes. 

Mr. Taper. Do you get out of the public administration and the 
education business in 1955? 

Mr. Moyer. In 1954 we made no distinction between technical co- 
operation and the title I types of activity. This year we are dividing. 

e had some in 1954, but we do not show it under technical coopera- 
tion because the law did not provide any separate fund for technical 
cooperation during 1954. 

Mr. Taser. How much did you spend in 1954? 

Mr. Moyer. In 1954 we spent a total of $47,100,000. That is for 
defense support. For direct forces support, $34,900,000, making a 
total of $82, million that was spent during 1954. 

Mr. Taper. For the two of them? 

Mr. Morer. That is right. 

Mr. Taser. You are figuring on spending a little more this year? 

Mr. Moyer. We are figuring on apes a little more. 

Mr. Taser. How much do you have left ? 

Mr. Moyer. Do you mean at the end of 1955? 

Mr. Taper. How much in unexpended balances do you have left 
that are not obligated ? 

Mr. Moyer. All have been obligated. 

Mr. Taser. All obligated? 

Mr. Moyer. All obligated. 

te And you have have a 12 months’ pipeline on both those 
items 

Mr. Moyer. Approximately. But to repeat, that does include this 
large item of long-lead materials. 

Mr. Taner. How much in long-lead items? 

Mr. Moyer. In 1954, for power and so on, approximately $28,500,- 
000, 

Mr. Taser. What is maintenance of essential supplies? 

Mr. Moyer. Those are salables; commodities. 

Mr. Taser. Do you mean defense-support commodities ? 

Mr. Moyer. Defense-support commodities. 

Mr. Taser. What does that mean ! 

Mr. Moyer. Cotton, wheat, and other types of grain, and so on. 
On page 265 those are detailed. With regard to food, feed, and fer- 
tilizer, a good deal of that is food, which includes the wheat and so 
on that I have mentioned. Then there is the raw materials and the 
semifinished products. 

Mr. Taser. Frankly, I can see where you would have fertilizer for 
some programs, but I do not know why you would have fertilizer for 
defense support. 

Mr. Murrny. These commodities that go in there generate local 
currency which in turn is used to support the Military Establishment 
which is greater than the economy of the island can possibly support 
unassisted. 

Mr. Moyer. The big baer there, of course, is inflation. The 
problem is not only the deficit that they have in their balance of pay- 
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ments, but it is also the deficit they have in their internal budget due 
to this large military force, so to help out we bring in commodities 
both to supply the island and to generate the local currency. 


DEFINITION OF VARIOUS PROGRAMS 


Mr. Anpersen. That brings to my mind a question that puzzles me. 

On pages 2 and 3 of the big book I find under chapter 3, defense 
support, certain items all down the line. Whereas we do not see those 
items with reference to the various countries for which there is wuat 
is known as development assistance. It would seem to me that in the 
one instance the very same line of expenditures carried as “defense 
support” for one country is carried as “development assistance’ 
for another country. In other words, both of those particular head- 
ings are pure economic aid. 

Mr. Murrny. The distinction is the purpose for which the aid is 
given. We call it defense support if the basic effort is to aid the 
economy in supporting the Military Establishment which the free 
world is poset 1. to need. It is called development assistance if 
it is an economic type of assistance which is not associated in any way 
with the military effort. 

The large component of our program in India in 1955 comes under 
the caption of “Development Assistance” because there are no mili- 
tary implications at all. 

Mr. Anpersen. Wherever we show any military assistance for a 
nation, there also we have the defense support and no development 
assistance, and vice versa. In those countries where you show militar 
assistance you call it defense support, and in countries like South 
America where there is no military assistance, you call that develop- 
ment assistance. 

Mr. Mureny. In Latin America we have only one country where 
there is any development assistance. That is Bolivia. 

Mr. Anpersen. If you check the two columns they are not dupli- 
cating in any way. If they are not in one country, they seem to be 
in another. Are not both of these items simply economic assistance ¢ 

Mr. Murry. In fairness to the executive branch, I think that we 
should point out we originally submitted both the Pakistan and the 
Philippine programs as development assistance programs even 
though in those countries we do have a military effort. The Congress 
in its wisdom changed the arrangement in the bill and switched both 
the Pakistan and the Philippine program over into the defense support 
category. 

Mr. Moyer. May I add this to that? Formosa is a good case in 
point. We would like to have those Armed Forces. The resources 
of the island are not enough to sustain them. We have two ways of 
making up the difference. One, we can help the country develop its 
own productive capacity, to produce the things they need, have more 
to well, and have more revenues, or we can, year after year, ship in 
the commodities, and so on. I think your basic point is true. 

Mr. Anpersen. You will have to admit it is true. 

Mr. Moyer. Yes, but there is a different situation. 

Mr. Anpersen. It is different in this sense—if you have military 
cbjectives you feel that the money should be applied toward helping 
out those military objectives; is that not a fact! 
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Mr. Moyer. Right. 

Mr. Anpersen. But in the strict sense of the word, it is all economic 
assistance, 

Mr. Moyer. In order to help support the military forces. And 
either we can bring in the commodities year after year, or we can help 
the country to build up their own production, the productive capacity. 

Mr. Anversen. I really see no sense for the two columns. Why 
not have one column and be explicit about it and call it some name 
that would embrace it all. 

Mr. Moyer. I think there is this difference, however. We prob- 
ably would not be doing this in Formosa. What would we care 
whether they develop or if they develop their productive capacity 
to the extent unless it were for the military forces that they have 
there? I doubt if it would be the same amount. So I think there is 
that difference. 


INDOCHINA 


ae Taser. We will now go over to Indochina and take a look at 
that. 

(Discussion off the record.) 

Mr. Taser. So that you have available $783 million, or just a little 
over twice what you delivered this year, indicating you have 2 years 
of funding on this item. 

On page 281 you have a very considerable program of Army items. 
and it appears that the undelivered end of the picture is on an aver- 
age about half of what the delivered portion is. Everything but the 
small arms shows a larger percentage of that, and the Navy figure is 
not very large, but seems to be largely small vessels. 

Your Air Force items would be mostly stock items. Your Army 
items would be mostly stock items. Two and a half years’ supply 
would seem to be a pretty liberal figure because there is nothing there 
that has any lead time. Are there any other questions on the miliatry 
assistance item ? 

Mr. Forp. Off the record. 

(Discussion off the record.) 

Mr. Gary. Off the record. 

(Discussion off the record.) 


DIRECT FORCES SUPPORT 


Mr. Taser. We will take up direct forces support, $745 million 
for the past year and $800 million for this one. Is $745 million the 
gross amount that has up to this time been made available to you? 

Mr. Murrny. Yes, in terms of appropriated dollars. There is, as 
you probably recall, $40 million additional which is to be made 
available from so-called French franc 90 percent counterpart account. 
The agreement with the French entered into last September called for 
United States assistance totaling $785 million in support of their cal- 
endar year 1954 Indochina war budget, and we now believe we will 
get $40 million of that from the French franc 90 percent counterpart 
account, which means that the dollar obligations of appropriated 
— is the figure shown in the column here under 1954 of $745 
million. 

Mr. Taser. How much out of the $745 million has been delivered ? 
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REIMBURSEMENT TO FRENCH GOVERNMENT FOR INDOCHINA WAR EXPENSES 


Mr. Moureny. Well, in this program, sir, I think it is necessary to 
understand from the outset it is a program of reimbursing the French 
_Government for expenditures undertaken by them and the Associated 
States in support of the war in Indochina, so that our deliveries are 
in terms of so many dollars turned over to the French. 

Mr. Taper. How much has that been? 

Mr. Mourreny. At the end of June 1954, $96 million had been ee 
out to the French Government on the basis of billings received by 
them for reimbursements. Now, we have information to the effect that 
the total expenditures which the French have made for the war effort 
in Indochina through that date approximately $625 million, and so 
the $96 million is not indicative of the 

Mr. Taser. If the French total cost was $625 million, what would 
be the cost to the United States in addition to the $96 million which 
has already been turned over ? 

Mr. Mureuy. Approximately $250 million, sir. In other words, 
going on a percentage basis, exclusive of the end items which we are 
supplying, the division of cost this year between the United States 
and the I'rench and Associated States approximate 55 percent and 45 
percent respectively. Using the $625 million expenditure figure as a 
basis, the United States’ portion of that would be $343 million, and 
we have paid out $96 shiliion, which would leave a balance of $247 
million unpaid, and which is undoubtedly represented by billings that 
we have not yet received from the French. 

Mr. Taser. And the balance of that money is unobligated ¢ 

Mr. Mureny. No, sir; it is all obligated. It was all obligated under 
the terms of the agreement that we entered into with the French last 
September to the effect that we would support the effort to the tune of 
$785 million if they would make an effort of $1,455 million total. 

Mr. Taper. But the expenditures along that line cannot exceed 
for million. You will have $442 million left. What happens to 
that? 

Mr. Moureuy. The obligation with the French and the agreement 
cover the calendar year 1954. In other words, the French budget is 
on a calendar year basis and not on a fiscal year basis. 

Mr. Taper. You mean that the whole of this expenditure started 
only on January 1? 

Mr. Murrny. That is correct. The first expenditures we made 
under this program were made in the month of March, and they repre- 
sented reimbursements to the French. 

Mr. Taner. You did not have this kind of program last year, in 
1953? 

Mr. Murpniy. No, sir; we did not. This is the first year this was 
started. As you will recall, a specific appropriation was made for this 
purpose by the Congress last year of $400 million and it was supple- 
mented by $345 million from the title III military assistance appro- 
»riation, Which gave us a total of $745 million. The billings from the 
French will continue to come in, not only for the rest of this calendar 
year but I would imagine through February and March of 1955, as 
the $625 million which they reached at the end of June would indi- 
cate—and they were slow getting their appropriations through; they 
did not get them until February instead of December—they probably 
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will mount the total effort which was contemplated at the time we 
entered into the agreement. You will recall the figure that I quoted 
was $1,455 million, which is in equivalent terms. At half of the 
year it is estimated that they had spent $625 million. 

Mr. Wicetesworru. What would that leave available to spend in ~ 
the fiscal year 1955? 

Mr. Murrtry. Well, we will have to assume, sir, that until all the 
billings are in, the balance of the unexpended obligations, in other 
words, the difference between $745 million and the $96 million spent 
or $649 million, will probably be paid out in large part the last half of 
this calendar year, or the first half of fiscal year 1955, but there will 
undoubtedly be some in the first half of the calendar year 1955. 

Mr. Taner. You say you do not expect the French expenditures to 
go up in the last half of the year? 

Mr. Mureny. It will depend on the assumptions you make in re- 
spect to the situation in Indochina. If the French continue to hold 
in Indochina, the answer would be “Yes.” I would say the expendi- 
tures would go up in the last half of the calendar year as compared 
with the first half, because of the fact of the planned buildup in 
Associated States forces. Further, I think there is this point about it: 
The French have spent most of their own money in the first half of 
the year. They only had an appropriation of some $898 million worth 
of franes made by their own parliament and, as that gets low, I think 
reimbursement billings to the United States will come faster. But 
on the present basis, 1 would expect the expenditures in the last half 
of the year on our account will be substantially larger than anything 
we have seen so far. 


PERCENTAGE OF INDOCHINA WAR BORNE BY UNITED STATES 


Mr. Taner. You are asking $800 million for next year. 

Mr. Mourruy. That is correct. 

Mr. Taser. What is the basis for that ? 

Mr. Murruy. As Mr. Ford indicated and as General Stewart elab- 
orated on, the basis for computing the $800 million figure for fiscal 
1955 was basically the continuation of the war in Indochina. We 
have in the book tables, one of which indicates the total estimated 
cost of the war in Indochina in the calendar year 1955 would be about 
the equivalent of $1,494,000,000 (excluding end sygonty? and of that 
it is contemplated the United States would come in with $800 million 
under the method I have just described, namely, reimbursement. to 
the French for procurement and other obligations they undertake in 
Indochina for the support of those troops. 

Mr. Taser. You mean the United States is now paying 55 percent 
of the cost? 

Mr. Murruy. That is exclusive of the military end items. With 
the military end items, the percentage is considerably larger than 
that. It would run 66 percent. , 

Mr. Taser. But out of this particular block the United States is 
paying 55 percent? 

Mr. Mureuy. That is correct. 

Mr. Taser. Your program for next year calls for $800 million? 

Mr. Mureny. That is correct. It calls for a slight increase of total 
French and Associated States expenditures. The approximated cost 
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would run from | 670 million in 1954 to $694 million total in fiscal 
1955 in terms of dollar equivalents. 

Mr. Taper. The ratio would be the same? 

Mr. Mureuy. Approximately the same. 

Mr. Taper. You are asking this, I suppose, with the idea the ex- 
penditures will be on the same basis that they have been for this 
year and that the contract will simply be extended. Is that it? 

Mr. Murrny. That is the basis of it. 

Mr. Taser. What kind of a contract do you have? 

Mr. Mourrny. It is a very involved one, but basically I think I can 
describe it as an undertaking 

Mr. Taper. Do you have it with you? 

Mr. Murpny. Yes, sir; I have. It takes the form of an exchange 
of letters between the United States Ambassador to France and the 
French Foreign Minister. There are five different letters involved. 
In a few words it says if the French will mount this effort in the cal- 
endar year 1954, in connection with the war in Indochina, we will re- 
imburse them to the extent of $785 million from dollars or French 
franes which might become available, or approximately 55 percent of 
the cost exclusive of the MDAP end items. ‘The letters are classified, 
but I would be glad to make them available to the committee if you 
would like to have them. 

Mr. Taper. I think I would like to have you leave them with the 
clerk. 

DEFENSE SUPPORT 


Next is defense support. What is that? 

Mr. Moyer. That is a separate program assisting the Governments 
of the Associated States, particularly with such things as roads, har- 
bor improvements, and railways on the one hand, and a second group 
of emergency matters such as at the present time, for instance, caring 
for refugees and resettlement. 

Mr. Taper. How are you doing any resettlement in such a state as 
they have over there ? 

Mr. Moyer. At the present time there is not any resettlement, but 
we are helping to take care of refugees that have come out of the areas 
occupied by the Communists. 

Bay Taper. How much money have you had available altogether for 
that ¢ 

Mr. Moyer. Since the beginning? 

Mr. Taper. Since the beginning of 1950. 

Mr. Moyer. Since the beginning of 1950-—— 

Mr. Taper. You did not get into Indochina until quite a little after 
that, did you? 

Mr. Moyer. Thatisright. This program wasstarted in 1951. 


TOTAL APPROPRIATED THROUGH FISCAL YEAR 1954 


Mr. Taser. How much have you had available overall ? 

Mr. Moyer. Through 1954 we have had available $96 million. That 
does not include direct forces support of about $30 million, which was 
administered 

Mr. Taper. You have that in another place ? 

Mr. Moyer. Yes, sir. 
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Mr. Taser. And how much have you spent? 

Mr. Moyer. Including $30 million for direct forces support, ap- 
propriated in fiscal year 1953 and administered through this program, 
we should really start with a total of $125.4 million. Of that, as of 
June 30, we have spent $81.9 million. 

Mr. Taser. That leaves something like $44 million balance. 

Mr. Moyer. That is right. 


ESTIMATED EXPENDITURES IN FISCAL YEAR 1955 


Mr. Taser. How much are you going to spend in 1955? 

Mr. Moyer. In 1955 we have estimated we will spend $37.4 mil- 
lion. 

Mr. Taser. What do you need $21 million more for 

Mr. Moyer. I think at this point you have to consider what assump- 
tions we are making with respect to Indochina. 

Mr. Taser. Yes; but why do you need more money when you have 
enough to carry you through the year? That is the thing I was 
asking. 

Mr Mores: A substantial part of this program will be for the im- 
port of commodities that will generat local currency. 

Mr. Taser. That means what—wheat, corn, and cotton? 

Mr. Moyer. Petroleum and petrolewm products and things of that 
sort. 

Mr. Taner. Those things are current in the market all the time. 
They do not take too much lead time. 

Mr. Moyer. And they make up a substantial part of the unliqui- 
dated obligations. If the activities decrease, probably we would not 
need any more; but, if, on the other hand, the needs are greater, as 
they could be—I do not know which they are going to be 

Mr. Taver. You do not have very much land left under the French. 

Mr. Moyer. We have not ; on the other hand, if the truce is arranged 
on the basis of the suggestion that half of Vietnam and the whole of 
Cambodia and Laos should remain outside, the needs might be sub- 
stantially greater than they have been in the past. As I say, I do not 
know what the situation will be. It may be there won’t be any need; 
but our experience in the last 2 months indicates the need might be 
greater. There has been a substantial refuge problem and with the 
increased war effort and the need to keep pacified the areas in which 
military activity has ceased, we have had even greater demands. I 
do not know whether that is going to characterize the situation over 
the next year, or if there will be less activity; it is a thing I have no 
way of predicting ; but if the activity is less, then we will need less and 
we might not need any more. If the activity is greater, then we cer- 
tainly would need all of this amount. 


INDONESIA 


Mr. Taper. We will turn to Indonesia. 

Mr. Murrny. If it please the committee, we would like to go next 
to the Philippines which also has a defense support program and, 
after that, comes Korea. We have to change our retinue ofy witnesses 
slightly when we get to Korea and, if it is convenient to you, we would 
like to dispose of the Philippines next. 
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Mr. Taper. There is nothing but technical cooperation there, any- 
way, so it does not make any difference about Indonesia. 


PHILIPPINES 


How much have you had available for the Philippines? 

General Stewart. The military assistance program funds. We 
have delivered [classified] equipment as of May 31. That varies from 
the figure on the sheet because the figure here is as of March 31. 

Mr. Taper. That leaves 

General Srewarr. $44.5 million. 

Mr. Taper. No; that would leave $42.7 million. 

General Srewart. Yes, sir. (Discussion off the record). Against 
the whole program, but the procedure we have followed the last hour 
or so is to ask how much was delivered in fiscal 1954 in addition to 
the total deliveries. 

(Discussion off the record.) 

Mr. Taper. And you have a request here for / 

(Discussion off the record.) 

Mr. Taper. You would have left, according to that, about $30 mil- 
lion after you got through, without having any new money. If you 
took the estimated $12.5 million of disbursements in 1955 out of the 
$42.7 million, you would have $30 million left without any new money 
at all. 

General Srewarr. Yes, sir. 


NEED FOR NEW APPROPRIATION 


Mr. Taser. Why would you need any new money ? 

General Srew rr. To fund requirements that have not already been 
provided for by the SPgRapriatien of funds. 

Mr. Taner. You do not have any program for it. 

General Stewart. Yes, sir. 

Mr. Taper. Where is it? 

General Srewarr. On page 313 under the proposed 1955 program 
we have a list of items. 

Mr. Taper. Your 1955 program is relatively small. Why you 
would need any more money with $30 million left is kind of hard 
for me to understand. It looks to me like you had a surplus there 
that you could use for something else. 

General Stewart. Well, sir, we have certain requirements that we 
have no funds to meet. The request is for requirements over and 
above what has been previously programed and funded. So your 
statement about having sufficient money at our present rate of delivery 
is correct. 

Mr. Taser. The program you have set up that has not been delivered 
is armament 

General Stewart. That is ammunition. 

Mr. Taser. And ammunition for machine guns and artillery am- 
munition. That won’t be items that would run into so everlastingly 
so much money. 

(Discussion off the record.) 

Mr. Taper. The things kicking around there add up to somewhere 
around $3.5 million. 
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General Stewart. We have some training money in addition to that 
that makes up the difference. f 

Mr. Taser. But that would not get into anything like the surplus 
you have left out of the funds to cover quantities that have not yet been 
shipped. 

Uneavel Srewart. Those are already funded. 

Mr. Taper. I read them all off and the only orn, there was that 
I did not read in the whole picture was conventional bombers, which 
evidently would be B-26’s or B-29’s. 

(Discussion off the record.) 

Mr. Taser. Those things would not run into anything like the 
funds you have. They are all financed, anyway. 

General Srewarr. Yes, sir. 

Mr. Taser. It looks to me like you had — of money. It is 
too bad you have this in here, because it will just offend the Philip- 
pines because they have been led to believe they would get something 
when they ought not to get it. 

Mr. WiceLesworrn. They are going to get supplies and equipment 
in any event; are they not? 

General Srewart. Yes, sir, that is the estimate. 


DEFENSE SUPPORT 


Mr. Taser. We will go to “Defense support.” You have $12,370,000. 
For what is that ? 

Mr. Moyer. This is not a balance of payments program; it is basic- 
ally to help the Philippines build up their own capacity for self sup- 
port and deveien internal strength looking forward to possible in- 
creased military expenditures—in any event, increased pressure on 
the Philippines. That $12,370,000 is shown in general used on page 
315, the column at the top of the page. A good deal of it is going 
to go into transportation, communications and power, particularly 
transportation. We have been helping them build up their road 
system and now improving their water transportation system; also 
helping them develop power and particularly, as far as our assistance 
is concerned, expanding the irrigation aspects of it. There are some 
multiple-purpose projects. We have in that, also, an item for $5 
million which we propose to make available to private entrepreneurs. 
It of course will first be made availble to the Government, but on 
condition that it be made availble for imports by private concerns 
who will turn over pesos for the dollar exchange. We believe that 
development in the Philippines cannot be sufficiently stepped up by 
Government activity, or should not be; that more of it should be in 
private hands, and we are proposing to help provide equipment for 
the smaller types of industry and processing plants for which, of 
course, they have to deposit counterpart which can be used for other 
purposes in the program. 


TOTAL APPROPRIATED FUNDS TO DATE 


Mr. Taner. How much money have you had already ¢ 

Mr. Moyer. From the beginning of the program / 

Mr. Taper, Yes. 

Mr. Moyer. $79.9 million. That is from April 1951 through 1954— 
a total of $79.9 million. 
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Mr. Taser. How much have you spent ? 

Mr. Moyer. Of that we have spent $56.4 million. 

Mr. Taper. And that leaves? 

Mr. Moyer. $23.5 million. 

Mr. Taser. That is to be spent in addition to the other 4 
Mr. Moyer. Yes, sir. 


ESTIMATED EXPENDITURES IN FISCAL YEAR 1955 


Mr. Taser. How much do you expect to spend ? 

Mr. Moyer. We expect to spend during 1955 $22 million. 

Mr. Taser. Well you have it already. 

Mr. Moyer. We have it, but the purpose of this program is to help 
the Philippines build up their capacity for self-support. That is done 
on the basis of specific projects The money we have is already entirely 
obligated for projects. If we have no more money, it would mean we 
would do nothing for 1955 and the buildup that we think is essential 
would not take place. 

Mr. Taser. You mean you would not pull out any new orders, or 
something like that, for 1955; is that the idea? 

Mr. Moyer. That is right. We would not put out any orders, de- 
velop anything new, or contribute to any new development; which 
Soa mean there would be a lapse of that length of time in their 
buildup, which we think is very important under present conditions. 
Helping to build up at this time might mean considerably less expendi- 
ture later on if we can help them develop their own resources, and 
that is the purpose of this program. 

Mr. Taser. I do not see why you need to have more money. You 
have the money to pay for what you already have ordered. 

Mr. Moyer. That is correct. And a good deal of this would go on 
through 1955; but what would happen would be we would be making 
no preparation for continuation thereafter. 

Mr. Taser. Are we expected to have this last right along ? 

Mr. Moyer. This proposal is made on the assumption that we have 
a very definite continuing interest in the Philippines. 

Mr. Taper. I do not doubt that, but are we not ever going to reach 
the saturation point where we get to the point that they are able to 
take care of themselves? 

Mr. Moyer. I think there is such a saturation point. On the other 
hand, when things get real bad, as they have in Indochina and as they 
were in Korea, it involves pretty substantial expenditures. ‘This will 
be a way of helping them build up while the situation is good. Under 
the present administration, President Magsaysay is prepared to go 
ahead with the programs energetically and we believe it is good busi- 
ness to help him at this time when help would really amount to 
something. 

Mr. Gary. I might say, Mr. Chairman, in my contacts with Presi- 
dent Magsaysay when I visited the Pacific area in 1952, he impressed 
me as much as anybody I met during the entire trip. It was before 
he was elected President, and he was trying to stamp out the Com- 
munist movement in the Philippines. I think he was very successful 
at it. He seemed to be a very strong and able leader. -I think his 
election is going to help the Philippines and that entire area. We 
should give him every reasonable cooperation. 
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Mr. Murruy. If you would like now to go to Korea, or if you 
prefer, we could defer Thailand and Japan, which are the only two 
remaining countries in the Far East which have a military-assistance 
program. General Stewart will be back tomorrow anyway, and if 
you would like to defer those until tomorrow—— 


THAILAND 


Mr. Taser. I think we had better get as much done as we can, 
because we are quite a little behind what we had hoped to do. Let 
us take Thailand and we will go back to Korea. . 

General Stewart. The military program for Thailand is shown 
on page 322. The value of the program, fiscal 1950 through fiscal 
1954, is [classified]. We have delivered against that total program, 
through May 31, a total of [classified] worth of equipment. But $2 
million of that was excess equipment and not chargeable to the appro- 
priation. I am just trying to bring that point out so that the figures 
won’t be confused. 

(Discussion off the record.) 

General Stewart. I would like to say, Mr. Chairman, in order that 
it will be on the record, there is a proposal right at the present moment 
for increasing this program in Thailand. As you know, representa- 
tives of the Thailand Government are here at the present time. It 
will mean that this illustrative program will have to be increased. 

Mr. Taser. The other item there is technical cooperation. Are 
there any questions on military assistance? 

(Discussion off the record.) 


JAPAN 


Mr. Taser. Now we will go to Japan. 

General Stewart. As the committee is aware, for a couple of years 
now our Government has been carrying on negotiations with the 
Japanese to arrive at an agreement on Japan’s raising certain forces 
for the defense of their islands. As you will appreciate, at the present 
time the defense of the islands depends largely upon United States 
troops there in that immediate vicinity and back in April the final 
arrangements between the two Governments were completed. Last 
year we asked for some funds because we though this program would 
come into being before the end of the fiscal year. It was quite slow 
coming into being—the agreement between the two countries—and 
this year we have asked for some additional funds to initiate a small 
program in the Navy and Air Force. 

I call your attention to the fact we have asked for nothing for the 
Japanese Army; but, to refresh the committee’s memory, when the 
war in Korea started General MacArthur armed some police forces 
in Japan and in the succeeding fiscal years there was carried into the 
Army budget certain funds which we used to pay for Army equip- 
ment that was made available on a loan basis to the Japanese forces. 
The Army, therefore, has for the time being sufficient funds to carry 
it forward and that is the reason there are no funds in the fiscal 1955 

uest for them. 
e want to start a small training program and initiation of pro- 
sine gg of some aircraft, and the same general idea in the naval 
orces. 
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None of the equipment charge through this MDAP program had 
been delivered at the time this table was made up. A few trainin 
aircraft were turned over in the last couple of weeks and some vessels 
are being prepared now for transfer. That is the picture. 

Mr. Taser. Your expenditures are what? 

General Srewarr. The only expenditures we had were for some 
training we did, which is shown amg there in the training figures. 
The only expenditures against the appropriations made for this bill 
were for some training activities. 

Mr. Taper. That leaves you, according to the way this is set up, 
considerable funds available. 

General Stewart. Yes, sir. 

Mr. Taser. And that makes a total availability of $179.8 million. 
Now what is your program for delivery to the Japanese in 1955? 

General Srewarr, All I can give you is my best estimate. We have 
just started this program. I believe we can deliver to the Japanese 
ps rata during this fiscal year against this program. I am not 
speaking now of Army equipment that was funded in the amount 
I described. 

Mr. Taser. Then why do you need more money / 

(Discussion off the record.) 


SPARE-PARTS PROGRAM 


Mr. WiaéieswortH. What is that last item in the table which is 
listed as “all other” in the amount of $20.7 millions? 

General Srewart. That represents spare parts. I am not sure 
which particular column to which you have reference. 

Mr. ‘Wikenantchitees, I refer to the 1955 program. The item is 
listed in the extreme right column o% the table at the bottom of the 
page. It reads “All other,” $20,756,000. 

General Srewarr. Yes, sir; that is the ground-handling equip- 
ment in regard to the aircraft. It represents the spare parts, as well 
as the test equipment. 

Mr. Wiceteswortn. You have spare parts listed up above in the 
table. 

General Srewarr. Yes, sir; you are correct. I do have spare parts 
there. This represents ammunition, plus the ground-handling equip- 
ment and thousands and thousands of individual items which go in 
to back up a squadron of aircraft. 

Those items appear where there is a specific piece of equipment 
in the detailed program. This is a condensation, of course. 

A great deal of it never even appears, because it is the kind of 
thing they will requisition. They are tool sets, and they run into 
a terrific amount of money. That is one of the things that makes 
our undelivered portion of this thing, worldwide, difficult to justify, 
and it is only when you get into these massive thousands of items 
that they requisition on a quarterly basis, but which still have to be 
bonght so they can be reenisitioned, that vou account for that much 
money. 

Korea 


Mr. Taser. We shall now proceed to the request for Korea. 
In the Korean program, General, how much have you had there 
altogether ? 
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General Stewart. The program involved there is only one of mili- 
tary assistance. As you nal. Mr. Chairman, it was started before 
the war. Before the war, there was some military assistance in Korea. 
When the war broke out, the program had to be dropped because the 
situation was handled in an entirely different way und the only thing 
that has appeared in this program is some money to bring some of 
the people back from there, and train them—some technical and 
tactical training that we carry on, and I think you will find that all 
the money requested for fiscal 1955 and 1954 appeared for training 
(Discussion off the record.) 
Mr. Taser. All you have is the training program for fiscal 1955 ¢ 
General Stewart. Yes, sir. 
Mr. Taner. I do not want to get into the details of this particular 
program at this time. 
Mr. Gary. Practically all the military assistance in Korea in the 
wey Fr saa the South Korean forces comes out of the defense 
udget 
soll Srewarr. Yes, sir; that is correct. 
. Mr. Gary. That is the reason we do not have a larger program 
ere 
General Srewarr. That is correct, sir. 


FOA PERSONNEL IN FAR EAST PROGRAM 


Mr. Murpny. Mr. Chairman, this morning the committee indicated 
some interest in the employment in the Far East, and I have it avail- 
able. If you would like, and I would be glad to provide that at this 
time. I have it in total for the region, and I have it for each country. 

Mr. Taser. All right; let us have it. 

Mr. Morpny. I have figures for two different dates, sir, and for 
two different types of personnel, administrative and program. The 
two dates I will give you will be January 31, 1953, and April 30, 
1954. 

In the region as a whole FOA employment on January 31, 1953, 
totaled 961 people; 519 were administrative, and 442 were program. 

Mr. WiceLeswortn. How many were program personnel? 

Mr. Mourreny. 442. 

Mr. Taser. What was the total administrative figure? 

aaa Morrny. 519 administrative, and 442 program, for a total 
of 961. 

On April 30, 1954, the total employment was 692, of which 307 were 
administrative, and 385 were program. 

Those figures include local as well as American personnel. 

Mr. Wicciesworrn. Is that the departmental organization, plus 
the field people? 

Mr. Mureny. No, sir: this represents people out in the missions. 

Mr. Wiactesworrn. This covers the field people only ? 

Mr. Mourpny. Yes, sir. 

Mr. Taner. This is in the entire Far East? 

Mr. Mourpny. Yes, sir. 

Mr. Taser. This does not include your technical personnel? 

Mr. Murrny. Yes,sir. This is the total employment by FOA in the 
Far East in all its missions in the Far East, and it includes Americans 
as well as locals. 
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In other words, of the figure of 692 that I gave you there for April 
30, 260 of those are locals. 

Mr. Taner. How many were locals out of the figure of 961? 
= Moreny. Four hundred and seventy-three of the 961 were 

ocals. 

I have similar information for each country, if you would like to 
have it, Mr. Chairman, or I can give you the key countries, Mr. Chair- 
man, like Indochina and Formosa, in which inverest was displayed 
this morning. 

For Formosa, as of January 30, 1953, the employment figure totaled 
199. Out of that total 153 were administrative, and 46 program. 

Mr. Gary. Mr. Chairman, he has this all tabulated, why not insert 
the entire table in the record ? 

on acum Would you like to have the table for the area as a 
whole ? 

Mr. Taper. Yes; I believe that would be much better. 

Mr. Murrny. I would be glad to furnish it for the record. 

(The matter referred to is as follows :) 
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SUMMARY OF OBLIGATIONS BY AREAS BY PROGRAMS 


Mr. Taper. Mr. O'Hara, was going to furnish us with some addi- 
tional information this afternoon in regard to obligations. 

Do you have that information at this time, Mr. O’Hara? 

Mr. O'Hara. Yes, sir. The summary of obligations by areas by 
programs, sir. Do you want one of these tables to be placed in the 
record also, sir ¢ 

Mr. Taner. Yes; you can put it in the record at this point. 

Mr. O'Hara. All right; I will put this in with the other tables, then, 
and put the whole group in the record when the transcript comes down 
to me. 

(The tables referred to above are as follows:) 


DEPARTMENT OF DEFENSE 


Mutual defense assistance program—Value of deliveries, worldwide 
[Millions of dollars} 


| id 

| feel | uring year | years (March 
On: QF 

Apri! 30, 1954 1953 June 1952) 


| 


Commodity category | | | 

| Charged to | | Charged to Charged to | 
MDAP | Excess) MDAP | Excess} MDAP | Excess 

appropria- | stocks | appropria- | stocks | appropria- stocks 
tions | | tions tions 


| 


| 
Vessels... 8.2 | 3.4 .6 | 
( 

} 

} 


$139.8 $1, 966. 2 


= 
Vessel equipment 

Aircraft, spares, and aero 
Electronics and other signal equipment — | 
Tanks and combat vehicles ae 
Motor transport vehicles__. 
Small] arms and maehine guns_________- 
Artillery and naval guns 

Small arms and machine-gun ammunition. 
Artillery ammunition 

Bombs, rockets, and miscellaneous am- | 


Engineering equipment and supplies... 
Quartermaster equipment and supplies___| 
Other equipment and supplies___________ 


1 Less than $50,000. 
NOTE.— Totals are based on unrounded figures, hence may vary from totals of rounded amounts. 
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$513.1 
103.0} 200.3 
39.8 1.4 
262.5 136. 0 
109. 4 | 1.1 
336.5 | 103.0 
304.4; (!) 
108.3 | 
103.3 57.0 
52.5 | 0 
265.5 | 8.0 
munition 127.8 0 215. 2 0 | 71.7 | 2.8 
Miscellaneous ordnance | 23.8 al 29.9 0 33.5 | 8 
82.8 131.1 | 101.1 | 
39.9 21.3 55.6 | a 60.8 6 
8.9 | 6) 8.3 | 2.8 | 13.8 9 
i 
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Moutvat DerensE ASSISTANCE 


Summary of obligations of training program by category 
DEPARTMENT OF THE ARMY 


Number of spaces Cost to United States 


Actual, Actual, Actual, 
fiscal 1954 fiscal 1954 


year through J through 
1953 May 31 May 31 


EUROPE 


1. Formal training, Zone of Interior 

2. Formal training, overseas 

3. — training teams (number of teams) (1-man 
team 

4. Technical representative (man-years of service) .._..- 

5. Training aids_- 

6. Miscellaneous fund 

7. Interpreters 

8. Training expenses of mission (T) (man-years) .----_- 


NEAR EAST 


Formal training, Zone of Interior 

Formal training, 

Mobile training teams_ 

Technical representatives (man-years of service). 
. Training aids__ 

Miscellaneous fund 

Interpreters 

Training expenses of mission (T) (man-years) 


ASIA AND PACIFIC 


. Formal training, Zone of Interior 

. Formal training, overseas 

. Mobile training teams (number of teams) 

. Technical representatives (man-years of seni 

. Training aids 

. Miscellaneous fund 
Interpreters 
Training expenses of mission (T) (man-years) -_._-_-- 1, 311, 152 


5, 917, 684 | 


AMERICAN REPUBLICS 


1. Formal training, Zone of Interior 

2. Formal training, overseas 

3. Mobile training teams (number of teams) 

4. Technical representatives (man-years of service) 
5. Training aids 


|| 
580 233 | $946, 585 $380, 400 
310 125 118, 469 47, 700 
5 5 62, 702 61, 300 
4 | 34 34 362, 825 362, 800 
Pak 364 338 764, 541 709, 100 
ahi 182 173 100, 839 93, 500 
We 3 6 9, 499 18, 900 
tae 7 14 84, 118 167, 600 
443 | 2,961,487 | 2624, 200 
H | | 3, 178, 500 
3 | "115, 000 
4 | 218, 000 
| 1, 599, 000 
8. Training expenses of mission (T) (man-years) .......|.....-..-.--|-.-.-.---..-|------------|-----.------ 
| 


Summary of obligations of training program by category—Continued 
DEPARTMENT OF THE NAVY 


Number of spaces a? Cost to United States 


Actual, 


| 
fiscal 


Actual, | Actual, 
| fiscal 1954 
year 
1953 | 
| 


May 31 


year through 
1953 May 31 


EUROPE 


Formal training, zone of Interior_. ee ee 4 2, 255 | $3, 441, 866 | | 298, 788 

. Formal training, overseas. 

Mobile training teams (number ¢ of | 

team) bin | 54 | 5 255, 665 | 35, 234 

Technical representative... 228, 800 258, 776 

(Man-years of service) | i 

. Training aids — (327, 071) 297, 413 


Miscellaneous fund , i : 135, 101 | 603, 859 
Training expense of mission (T) ‘(man-y ears) 


whe 


NEAR EAST 


Formal training, zone of Interior_...............__.- HS: (236, 897) 
Formal training, overseas 7,190 
Mobile training teams (number of teams) Le -man 

team)... 23, 380 
Technical : 86, 000 
(Man-years of serv | 
Training aids ______- | (259, 671) 
Miscellaneous fund _- 21, 535 
Training expense of mission (T) (man-y ee | } (5, 683) 


(364, 146) 


FAR EAST 


Formal training, Zone of Interior ___. ae | 2, 537 

. Formal training, overseas__ 

. Mobile penne teams (number of teams, (1-man 
t ) 

. Technic: representatives (man-years a: 

. Miseallaneous fund_____- 9, 584 

. Interpreters : 

. Training expense of mission (T) (man-years, -___- 128, 611 


AMERICAN REPUBLICS 


1. Formal training, Zone of Interior 

. Formal triining, overs as 

. Mobile teams of teams) 
team) - 


Technical reprenintatives of serv vied. 
. Training aids_- 

. Miscellaneous fund_- 

. Interpreters 

. Training expense of mission (T) (man- years) 


14, 033, 


49755—54—_12 


17a 
| 308, 200 
11, 733 
10, 418 
58, 000 
(120, 800) 
28, 386 
"307, 213° 
1 1, 806, 609 
3 } 
| 55, 561 
4 1,170 
5 | 191,304" 
6 | 8, 457 
| 236, 864 
| 3, 000 25, 000 
5 | 9 | 3,999 11,077 
2 | 1) 3, 200 13, 826 
5 : : 668, 804 588, 527 
6 | Ries 152, 780 287 
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U. Arr Force Murvuat Derense AssistaNce TRAINING 


Comparative summary of obligations 


Number of spaces 


Category Actual, |: To May 31,! Actual, | To May 31, 
fiscal year | fiscal year | fiscal year | fiscal year 
1953 | (1984 


TITLE I 


Formal training, Zone of Interior 
Formal training, overseas... 
Mobile training teams. 

Technical 
Training aids__ 

Miscellaneous funds 

. Training support ase 
Training expense of missions... 


TITLE 


28, 343, 021 


Formal training, Zone of Interior _- suet 7 6, 541, 328 
Mobile training | : 64, 988 
Technical 149, 887 
Training aids_. 0 0 
Miscellaneous funds 9, 900 
Training support. - 

. Training expense of missions. 


TITLE 


. Formal training, Zone of Interior. . 

. Formal training, overseas.....-. .. 

. Training aids. 
Miscellaneous funds 

. Training support... 

. Training expense of missions... 


Total, title TIT. 
TITLE IV 


1, Formal training, Zone of Interior... . 
2. Formal training, overseas.................-...-....-- 
3. Mobile training teams_................. 

5. Training 

6. Miscellaneous funds 

7. Training support 

8. Training expense of missions. 


Total, title IV 


o 


39, 915, 514 


2,758 |$78, 943, 817 | $25, 613, 086 
1,983 | 1,366,750 595, 396 
8 516, 735 611, 493 
3280 312 1, 583, 882 | 1,379, 705 
0 0 0 
0) 0 42,380 84, 216 
9 15 33, 080 59, 125 
0 0 0 0 

1 = 440 | 3,272,168 | 3,280, 913 
155 0 0 
3 re 13 6, 047 274, 548 
4 eh 32 110, 550 27, 110 
5 cae 0 0 0 
0 4,700 6, 600 
7 he 5 0 18, 238 
8 eae 108 394, 260 365, 804 
0 
0 
0 
0 
0 
0 
0 


DEPARTMENT OF DEFENSE 


MUTUAL SECURITY MILITARY ASSISTANCE 


Summary of obligations by major programs and areas 


Activity 


EUROPE 
Materiel____- 
Training. 


Subtotal, country program 8 
Accessorial expenses 


Total, end items and training_. 
Contributions to: 
NATO military headquarters 
standing group 
A TO infrastructure 
Special weapons planning 
Special projects 
Administration (ch. I, title I) 


Total, direct obligations, Europe 


NEAR EAST AND AFRICA 
Materiel. 
Training__ 


Subtotal, country programe 
Accessorial expenses. 
Total, end items and training 
Reimbursable obligations 
Deduct obligations paid from reimbursements 


Total, direct obligations 
ASIA AND THE PACIFIC 
Materiel 
Training 


Subtotal, 
Accessorial expenses _ 


Total, end items and pees 
Special projects 


Total, direct obligations_ 
AMERICAN REPUBLICS 
Materiel 
Training 


Subtotal, country 
Accessorial expenses_____- 


Total, direct obligations - 


SUMMARY, ALL AREAS 


Fiseal year 
1953 


.| | $1, 675, 274, 546 
} 88, 107, 410 


1, 763, 381, 956 


138, 083, 768 | 


1,901, 415, 724 
9, 091, 094 | 


357, 147 
139, 758, 287 | 


1, 400, 000 


11 months, 
fiscal year 
1954 


| 
} 
| 
| 
| 


284, 390, 688 

i 39, 797, 488 

6| 324,188,176 
64, 555, 454 

| 388, 743, 630 


| 
1, 865, 491 


284, 060 

65, 391, 713 

180, 731 

6, 442 

84, 000 


8,714, 398 | 17, 689, 115 


180, 897, 790 
11, 522, 982 | 


192, 420, 772 
24, 924, 510 
217, 345, 282 | 
670, 412 
—670, 412 


217, 345, 282 
281, 966, 726 

9, 822, 719 
291, 789, 445, 


330, 679, 493. 


474, 245, 182 


| 212, 883 
11, 804,776 


234, O17, 659 

18, 274, 097 

252, 291, 756 

1 900, 000 

'—900, 000 


282, 291, 756 
|= 
| 


483, 202, 219 

ll, 376, 348 

| 494, 578, 567 
32, 793, 502 
“527, 372, 069 
—2, 924, 000 


524, 448, 069 


6, 805, 678 | 


858, 873 


7, 664, 551 | 


77, 
8, 642, 464 


19, 087, 804 
653, 314 

19, 741, 118 

2, 164, 137 


110, 311, 984 | 63, 631, 926 


Total, country | 2,255, 256,724 | 1,072, 525, 520 
Accessorial expenses.......................-...-------------- 202, 826, 239 | 117, 787, 190 
Total, end items and training — ‘ name ‘ 2, 458, 082,963 | 1, 190, 312, 710 
Administration (ch. 1, title 23, 714, 398 | 17, 689, 115 


All other programs 150, 606, 528 | 64, 888, 437 


Total, program obligations 2, 632, 403, 889 272, 890, 22 
Reimbursable obligations... 1 900, 000 
Deduct: obligations payable from reimbursements._.._____- 7 | 5 | —! 900, 000 


| 2, 632, 403, 880 


! Estimate; fignres on reimbursable obligations not yet compiled. 


177 
— 
| 
) | 
: 
} 
|- 
) 
| | 
| 
| | 
> - — 
) = 


178 


DEPARTMENT OF DEFENSE 


MUTUAL DEFENSE ASSISTANCE PROGRAM 


—, by area and commodity ore during fiscal year 1954 ‘aaosist May 31 


Category and materiel] 


Vesselequipment 


Aircraft, spares and aero equipment. 


Electronics and other signal equip- 
ment. 

Tanks and combat vehicles. 

Motor transport vehicles 


Small arms and machineguns.. 


Artillery 

Naval guns__. 

Small arms and machinegun ammo 
Artillery ammo 


Bombs, rockets, ‘and miscellaneous 


ammo 
Miscellaneous ordnance 
equipment and sup- 
plie: 


Quartermaster equipment and sup- 


plies_. 
Other equipment and supplies ety 
support program sand 


Repalt rehabflitation of excess 


Training 


Total, country programs... 
Access ch: arges 
C mtributions to: 
NATO Military Headquarters 
NATO Standing Group_- 


Facilities 


Special projects_- 

Administration (title I, eh. 
Infrastructure contribution ___ 
Special weapons program 


Total obligations. 


Total 


$61, 306, 293 
17, 852, 560 
81, 367, 723 


62, 494, 532 


M41, 017, 647 


62, 166, 450 
11, 413, 413 


44, 867, 759 


25, 568, 884 
19, 484, 558 


12, 821, 044 
768, 123 


Europe 


$38, 363, 439 
8, 982, 421 
31, 457, 230 
39, 421, 649 
56, 755, 866 
(26, 141, 699) 
16, 974, 073 


78, 571, 373 


(9, 539, 893) 
5, 009, 867 


4, 106, 534 
8, 963, 578 
3, 572, 515 


(2, 898, 750) 


Near East 


$6, 624, 580 
2, 779, 926 
22, 737, 214 


10, 431, 074 


26, 768, 604 
2, 795, O41 


10, 421, 618 


1, 555, 299 
(442, 657) 


220, 465. 


Far East 


$16, 300, 107 
4, 134, 980 
24, 576, 528 


16, 022, 359 
56, 070, 850 


30, 067, 622 


14, 606, 609 
16, 288, 552 


12, 821, 044 
3, 967, 793 


Latin 
America 


$18, 168 
2,005, 232 
2, 596, 750 


3, 580, 870 


732, 052 
244, 730 


1, 008, 893, 594 
63, 631, 926 


284, 390, 688 
39, 797, 488 


1, 072, 525, 520 
117, 787, 190 


1, 865, 491 


18), 731 
(2, 849, 000) 
17, 689, 115 
65, 391, 713 
6, 442 


324, 188, 176 
64, 555, 454 


1, 865, 491 
284, 060 
731 


000 
17, 688, 115 
65, 391, 713 
42 


222, 212, 883 
11, 804, 776 
234, 017, 659 
18, 274, 097 


483, 202, 219 
11, 376, 348 


494, 578, 567 
32, 793, 502 


19, 087, 804 
653, 314 
19, 741, 118 
2, 164, 137 


1, 272, 890. 262 


474, 245, 182 


252, 291, 756 


21, 905, 255 


Figures in parentheses indicate negative quantities. 


Evrope—MIiIitary AssIsTANCE 


Summary of programs by activity 
INFRASTRUCTURE 
thousands of dollars} 


to: 


1. (a2) NATO common infrastructure. | 
(b) States NATO national ‘military “eonstrue- 


Total 
2. NATO International Military Headquarters 
Nonappropriated local currency - 


1 Includes $140 million provided from Department of Defense appropriation. 
2 Used for construction of airfield facilities above SHAPE standards but required by the U. S. Air Force. 
§ Excludes $1,713,000 provided from Department of Defense appropriation, and $4,264.2 in local currency 


not subject to appropriation change. 


| | j 
| 
7,051, 703 (1,179) 
| 194, 154, 004 78, 419, 270 | | 2, 908, 108 
| 133, 456, 166 39, 306,177 | 116,026,107 | 4, 265, 582 
| 59, 951, 062 | | 4, 892, 798 37, 550, 367 533, 824 
| 44, 734, 637 24, 764, 560 | 10, 513, 167 7, 985, 182 1,471,729 
| 9, 652, 594 7, 112, 865 | 123, 128 2, 098, 305 318, 206 
| 28, 682, 020 153, 498 
| 544,331) 
44, 205, 688 
443, 398 
Total, materiel. | | 
| 
| 
Program, Proposed 
Fiscal years fiseal 
year fiscal year 
| 1950-54 1954 1985 
1 459, 000. 0 150, 000. 0 122, 700. 0 
| 510, 000. 0 150, 000. 0 122, 700.0 
3 22, 279.9 8, 050. 0 4, 600. 0 
360.0 | 400.0 
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Assistance—Continued 


Summary of programs by activity—Continued 
DETAILS OF INFRASTUCTURE CONTRIBUTIONS 


millions of 


| United States Net United 
| Total cost | share | Less taxes | States share 


Future slices 


Grand total 


SLICES 1-VIL 


Infrastructure contributions Infrastructure contributions by —Con. 
Belgium_- Portugal 
Canada Turkey 
Denmark United Kingdom. 
France... United States. 
Greece. 

Italy 
Luxembourg 
Netherlands. 
Norway 45.0 


» 4 me not — $51 million for construction of airfield facilities above SHAPE standards but required 
y U.S. Air Force 
5 Of this amount, the United States share is approximately $4.2 million. 


ton 


510.6 | 218.3 | 21.5 | 196. 8 
416.7 | 176.1 | 15.1 | 161.0 
251.3 | 107.7 | 7.4) 100. 3 
1, 609. 6 | 667.0 65.7 | 601.3 
448. 6 | 192.3 | 13.7 178.6 
2, 058. 2 } 859. 3 79.4 4779.9 
| 
2.8 
27.0 
273.2 
855.1 
2, 048.1 
510.2 
2,058.3 
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Mr. Taser. If there are no further questions, the committee will 
adjourn until 10 o’clock tomorrow morning. 


Turspay, Jury 13, 1954. 
Korea 


Mr. Taper. I have asked Mr. Ford to take over the Korean items. 

Mr. Forp. I think that Dr. Moyer is prepared to give an opening 
statement with reference to the Korean request. Would you proceed, 
Dr. Mover? 

Mr. Moyer. Thank you. 

I will be very brief and only by way of explanation to call attention 
to certain things of a general nature relating to this program which 
I think will facilitate its discussion. 

The first thing that I want to mention is this is an integrated pro- 
gram that we are talking about. It includes elements that were 
programed under the Department of Defense, under the United 
Nations and under the Foreign Operations Administration. 

These activities are all coordinated in Korea through the Economie 
Coordinator who is on the staff of the commander in chief of the 
United Nations Command. 

The second thing I want to call attention to is the fact that there 
are two general types of funds that are referred to here: Funds appro- 
eee for United States programs and funds appropriated for United 

ations programs. 

The United States programs break down into two general segments : 
Those that have been carried out in the past and continue to be carried 
out under the Department of the Army in a program in Korea which 
is called the civilian relief in Korea-—and it is basically a disease and 
unrest control program, and then the other segment is carried out 
with funds made available to the Foreign Operations Administration. 

We have here, as has been mentioned, General Marquat, representing 
the Department of the Army, for any questions the committee may 
like to direct to him, and Mr. Hall, representing the United Nations 
program from the Department of State, for any questions that you 
may wish to direct to him. 

I think with that general background we might turn to page 297, 
which I think most of you already have, where the funds covering 
the proposed program are set forth. 


DEFENSE SUPPORT 


The top item in that list we discussed yesterday, which is a military 
assistance item, so what we are talking about begins with the defense 
support portion. 

ou will note that for the Korean program, that is, the United 
States part of this program, there is proposed this year $230 million. 
That. will take care of all parts of the United States program. In 
addition to that, we are recommending a total of $22 million to be 
made available for the United Nations program. 

Mr. Wiacteswortn. How much ? 

Mr. Mover. $22 million. 

Mr. Wrecteswortn. For UNKRA? 

Mr. Moyer. Yes. 
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Mr. Wicéiesworru. It is now $22 million. 

Mr. Moyer. A total of $22 million, of which only $3 million— 
$3,453,000—will be in new funds. 

Mr. WiccLesworrn. It seems to go up and down. It is difficult to 
keep track of it. 

Mr. Forp. How much will there be in these funds? 

Mr. Moyer. $3,453,000 of new funds, and a proposed carryover of 
$18,547,000 from unobligated balances in 1954. 

I believe that the request of the Congress for fiscal 1955 has been 
consistent at $22 million, but as fiscal 1954 progressed the contribu- 
tions from other countries were not up to expectations, so we did 
not make available as much as we had anticipated from the United 
States contribution in order to keep it approximately in the 65-35 
ratio; therefore, the fiscal 1954 unobligated balance is larger than 
was anticipated in the first presentation made before the Foreign 
Affairs Committee. 

Mr. Gary. What is the balance now / 

Mr. Moyer. $18,547,000. 

Mr. Forp. I think probably for very good reasons, since 1950 you 
have had a number of different programs operating in Korea, some 
of them bilateral and some unilateral. Apparently we have now 
decided upon a program that is more or less coordinated. However, 
for the benefit of the record I think that we ought to have a series of 
tables showing the various agencies which have received funds in 
Korea and the amount annually that has been appropriated for their 
work, and the expenditures, and possibly the obligations, if they 
are not fully expended, for the various programs. 

As I understand, you have CRIK, which originally got its funds 
from the Army. Also, there is UNKRA, which is still in existence. 
in addition, in the final appropriation bill for fiseal year 1954, $200 
million was made available out of the Department of Defense appro- 
priation, specifically the Army. There may be 1 or 2 other pro- 
yrams that have operated at various times in various capacities in 
Bren: I think that we ought to have that laid out, program by pro- 
gram, each year, showing how it has been channeled into what you 
have at the present time, if it has been. 

This table on page 297 summarized it, but I think that we ought to 
have something in addition that would show the complete programs 
since 1950, and what we have at the present time with these various 
figures set forth. 

Mr. Moyer. We can provide that for the record. 

I might mention we did provide, and it is incorporated in the record 
of the Foreign Affairs Committee in summary form—it was not quite 
in the detail that you mentioned—a statement showing these opera- 
tions year by year and program by program. It does go back over a 
whole series of programs including such things as the GARIOA type 
of payment. Would that be a part of what you would like to have? 

Mr. Forn. Any program where United States funds are utilized in 
Korea outside of the Regular Army, Navy, and Air Force Department 
of Defense military program. I have not seen anything yet that shows 
something similar to that. 

Mr. Moyer. We have not supplied it in that detail. ‘ It was just 
the total amount and the expenditures and the liquidations as time 
went on. We can get that information for you. 
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(The information requested is as follows :) 


Korea 
Economic assistance since fiscal year 1950 
{In millions of dollars) 


Defense 


UNKKA 
| and emer- 
| Special | gency food 

CRIK | authoriza- | relief 

tion? 


Total since fiscal year 1950: * 
Obligated 
Unexpended 
By years: 
iscal year 1951 to 1952: 
Anppropriated ______. 
Obligated 
Expended 
Fiscal year 1953: 
Appropriated 
Obligated 
Expended 
Fiscal year 1954: 
Obligated 


#88 Ha: 
ann 


SRS 


ow 


1 Besides an estimated $1.4 million obligated for Korea’s share of voluntary relief subsidy. 

2 General military funds used for civil'an relief under s »cial au*oriza‘ion of thy Secretory of ose. 

3 Excludes U. 8. Department of Army payments to ROK for hwan used for sales to troops and L aited 
States official expenditures from end June 1950 to Feb. 26, 1954—$206.2 million. 

4 Includes $28.8 million advanced from special authorizations and reimbursed later out of fiscal year 1953 
CRIK appropriation of $175 million. 


UNITED NATIONS KOREAN RECONSTRUCTION AGENCY 


Mr. Forp. Now, let us turn to the UNKRA sittiation. 

According to the testimony last year in the hearings, on page 595, 
a chart was included in the record showing United Nations Korean 
reconstruction agencies, statement of pe a and contributions as 
of July 1, 1953. 

Do you have anything comparable to that as of July 1, 1954? 

Mr. Moyer. May I refer that to Mr. Hall? 

Mr. Hauy. Yes, Mr. Ford, I do have a table as of July 1, 1954, show- 
ing contributions from all governments, including the United States. 

r. Forp, According to the chart in last year’s hearings, the total 
amount pledged by member states was $206,310,850, What is the 
figure comparable to that as of July 1, 1954? 

Mr. Haut. Mr. Ford, as of July 1, 1954, the situation has been car- 
ried forward, not in the nature of new pledges, but when a new pay- 
ment was made it was simply made as a payment. In order to get a 
comparable figure you would have to add to the earlier list to which 
you refer from the previous record all of the payments shown in the 
fiscal year 1954 except those which were perments against balances 
of pledged amounts. I can readily prepare that for the record if you 
wish. 

Mr. Forp. In the chart of last year you had three columns. One 
was “Pledged,” another was “Paid,” and the last column was “Bal- 
ance outstanding.” 

The figure of $206 million-plus was for the member states as a 
pledge. Has that situation changed any? 


| | 
| 742.3 | 199. 6 wa. 0 | 108. 2 101.5 
723.8 | 199.6 | 333.0 | 108, 2 83.0 
516.4} 35.2 | 290.0} 108, 2 83.0 
225.9 | 164.4) 43.0)... 18.5 
50.8 
10.0 
| 10.0 
40.8 
50.7 
32.2 
32.2 
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Mr. Haut. It has changed, Mr. Ford, to the extent of additional 
contributions which have been made which were not shown as pledges 
at that time. Governments have made additional payments beyond 
their original pledges in some instances. Belgium is an example 
which was originally shown as a $200,000 pledge. Subsequently Bel- 
gium has paid an additional $100,000, not in the nature of making a 
pledge as was initially done in 1951, but in the nature of making 
additional payment. In addition, Belgium has indicated that it 
would be prepared to pay within the next few months still an addi- 
tional $100,000, making a total of $400,000; but payments subsequent 
to the original pledging conference, if we may call it that, held back 
in 1951, have just been as the result of solicitation and negotiation 
which brought forward a payment rather than a pledge as such. 

Mr. Forp. Will you revise that chart which you tentatively sub- 
mitted so that it conforms to the chart in the hearings of last year 
and submit it for the record at this point? 

(The chart referred to is as follows :) 


Statement of Covernment pledges and contributions to the United Nations Korean 
Reconstruction Agency as of June 80, 1954 


{Expressed in terms of United States dollars} 
Received Received Balance 


Pledge prior to in fiseal i out- 
July 1,1953 year 1954 | standing 


| 
Argentina 500, 000 500, 000 500, 000 
j 162, 936 162, 936 162, 936 
, 002, 710 1, 330, 733 1, 125, 393 2, 456,126 | 1, 546, 584 
400, 000 300, 000 300, 000 | 100, 000 
49, 934 49, 934 |. 
6, 904, 762 
280, 555 |.... 289, 555 570, 445 
- 10, 000 
EF] Salvador 500 | 
France 2, | 142, 857 |_. 
Greece ___. 2, 06: | 12,063 |_. 
Honduras - 
Indonesia_ 
33, 600 |. 
1, 013, 333 | 
50, 000 
15, 000 
30, 000 
286 


263, 158 263, 158 
276, 371 
11,900 | 1,713, 423 


Sweden 5 


United Kingdom of Great Britain and | 
Northern 


28, 000, 000 


19, 693, 190 | 18, 167,385 | 37, 960, 575 | 8,894, 555 
50, 750,000 | 23, 152,615 | 73, 902, 615 |88, 597, 385 


New 557, 900 |... 276,371 | 281, 529 
ans 3.000 3, 000 
10,000 
20, 000 
322,237 | 644, 281 
Switzerland 23, 256 | 
8, 540,000 | 14,000,000 | 22, 540,000 | 5, 460, 000 
70, 000 | 30, 000 | 
10, 000 A 10, 000 | de 
United States of America............-...| 162, 500, 000 
Grand total... ..._........._-.....| 209,355, 130 | 70, 443, 190 | 41,320,000 | 111,863, 190 (97, 491, 940 
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Mr. Forp. Would you read off the figure of the total amounts paid 
on pledges as of July 1, 1954? 

Mr. Hau. Yes. 

The total amount paid on the pledges as of July 1, 1954, is $111,- 
863,190. 

Mr. Forp. That is how much over what was paid a year previous? 

Mr. Haut. The year previous the figure was $70,525,975. 

Mr. Forp. What was the figure that you read a minute ago? 

Mr. Haut. $111,863,190. 

May I mention, Mr. Ford, included in that figure is a United States 
payment in the amount of approximately $8,200,000, which was obli- 
gated by the United States for payment during the fiscal year 1954, 
but in which the actual check did not reach UNKRA until July 7, 
after the close of the fiscal year. But the presentation here is appro- 
priately based on the approach that it was paid, for practical purposes, 
within the fiscal year 1954. 

Mr. Forp. In other words, in the 12-month period from July 1, 1953, 
through June 30, 1954, a total of $41,237,215 was paid, assuming that 
the $8,200,000 payment by the United States was included within 
that figure ? 

Mr. Hat. I believe the exact figure, by calculation, is $41,820,000, 

Mr. Forp. I arrived at the figure that I used by subtracting $70,- 
525,975 from $111,863,190. There may be some variation. 

Mr. Hau. There may be a possible adjustment. The chart that 
you have requested me to furnish for the record, and which I have here 
~— for the revision of the pledging column, has been verified as 
of July 1. 

Mr. Forp. What was the increase in payments by the United King- 
dom during that 12-month period ? 

Mr. Hatt. In the fiscal year 1954 the United Kingdom made pay- 
ments totaling $14 million. It had prior to that time made payments 
totaling $8,540,000; therefore, its total payments as of July 1, 1954, 
were $22,540,000. 

Mr. Forp. What do you expect to actually pay to UNKRA in the 
fiscal year 1955? 

Mr. Haut. Mr. Ford, our estimate which we have attempted to 
make on a close basis is that the requested appropriation, if granted 
by the Congress in the amount of $22 million, will be disbursed to 
UNKRA by the United States after and as UNKRA received contri- 
butions from other governments in the amount of $13,700,000 as a 
result of which the fiscal year 1955 would end with the United States 
in the position of having paid on a ratio of 65 percent of the total 
contributions received from all governments. 

Mr. Forp. At the end of the fiscal year 1955 how much in dollars 
do we anticipate paying into UNKRA? 

Mr. Hatt. Do you mean the United States, sir? 

Mr. Forp. That is right. 

Mr. Hatt, $22 million. : 

Mr. Forv. What would be the total cumulative amount? 

Mr. Hatz. The total would be compromised of the amount paid to 
July 1, 1954, $73,900,000, plus $22 million, making an aggregate sum 
of $95,900,000. 

Mr. Forp. Out of a total pledge of $162,500,000. 

Mr. Hat. That is correct, sir. 
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UNKRA OBLIGATIONS 


Mr. Forp. What is the status, as of the latest figures you have, of 
the obligations for UNKRA? 

Mr. Hatt. In summary, as of July 1, UNKRA had obligated all the 
funds that had been made available to it except $4,900,000, with this 
additional explanation, if you please: That does not include the $8.2 
million, which, of course, was not actually received from the United 
States until after July 1, nor does that include $5,600,000 which was 
received from the United Kingdom on June 29, too late for obligation 
within that fiscal year. 

Mr. Forp. In other words, out of the $111 million plus, for al 
practical ot ae everything has been obligated except approxi- 
mately $18 million. 

Mr. Hatt. $18,700,000, sir, as I have it. 


RATE OF EXPENDITURES 


Mr. Forp. What is your rate of expenditure? 

Mr. Hatt. For a specific year, sir? 

Mr. Forp. Are your expenditures comparable to your rate of obli- 
gations; in other words, how much have you expended of the total 
amount that has been pledged to date? 

Mr. Hau. Would you care for me to give you expenditures by the 
fiscal years? 

Mr. Foro. I think that that would be good, your expenditures by 
fiscal years. 

Mr. Hau. All right, sir. 

Combining the partial year, the fiscal year 1951 and the full year 
1952, the expenditure figure is $3,470,000. For this purpose, sir, is it 
easier if I give the figure as $3,400,000 ? 

Mr. Forp. The way you gave it at first is perfectly all right. 

Mr. Hatt. In the fiscal year 1953 the expenditures were $: 6,419,000. 
In the fiscal year 1954, the estimated expenditures are $26,007,000. 

Mr. Forp. The actual expenditures were approximately $60 million 
out of $111 million-plus paid? 

Mr. Hatt. I believe that is correct, sir. In that connection, may I 
say that many of UNKRA’s long-range construction projects re- 
quiring 1, 2, and possibly a little longer years for camuitines have 
only called for expenditures on a progress basis although the entire 
amount had to be obligated before the construction contract was let, 
or at the time of the letting of the contract. 

Mr. Forp. What is your planned rate of expenditure for the fiscal 
year 1955? 

Mr. Hatt. The estimated expenditures on the long-range forecast, 
which might vary slightly, are approximately $50 million. A par- 
ticular reason for that is that many of the construction contracts are 
coming to their time of heaviest disbursement against contractual 
obligations. 

Mr. Forp. Last year in the testimony the question was asked why 
the rate of expenditure was so low and you indicated that you ex- 
pected to increase it in the fiscal year 1954. Actually the rate of 
expenditure in the fiscal year 1954 was slightly less than the rate of 
expenditure in the fiscal year 1953. 

49755—54——13 
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UNKRA AGREEMENT 


Mr. Haui. There were two specific reasons for that, Mr. Ford. Dur- 
ing the early months of the fiscal year 1954 there was a situation, 
a delay, primarily with respect to preerens negotiated with the ROK 
Government. May I suggest on that perhaps the witness from FOA 
would prefer to testify, although I would be glad to follow later if 
you wish. Stemming out of that same general problem relating to 
the negotiations of a financial agreement with the ROK Govern- 
ment, UNKRA, in agreement with FOA, waited to attempt to nego- 
tiate its financial agreement until the FOA agreement had been com- 
pleted. I believe you will recall that you examined into that question 
of the financial agreement with a question at last year’s hearing, 
and you and I were concerned about the problem which had thus 
far delayed the completion of that agreement. The essential heart 
of the problem, of course, was the great difficulty arising from the 
Republic of Korea’s view with respect to what was an appropriate 
exchange rate. 

The United States had a substantially different view as reflected 
both with respect to its drawings in Korean currency for military ex- 

nditures and also with respect to the items involved which Dr. 

foyer can explain to you from the FOA rehabilitation program. 
After the completion of the FOA agreement, UNKRA presented its 


negotiations, but it was not able to bring them to completion until 
approximately May 20, as I recall the date. During that time 

NKRA had completed the preparation of many of the major proj- 
ects; had secured the agreement of the Economic Coordinator, Mr. 


Wood, to them, and the approval of the ROK Government; that is, 
the ministries concerned. It had, however, been delayed in con- 
summating those in final obligational form ready to go forward with 
the procurement because it was faced with the problem of attempt- 
ing to negotiate a separate financial agreement, or exchange rate, or 
counterpart fund, for each separate project. The projects were bog- 
ging down in their slowness in coming through the ROK ministries 
on that account. The net result was a very much smaller amount of 
total obligation—just as you have correctly pointed out—than had 
been anticipated earlier. 

. That agreement was concluded. It did cover what we feel is a very 
straightforward, clear and expeditious procedure with respect to 
UNKRA counterpart, the payments for goods by the Korean Govern- 
ment as they come in, the su ee sale of goods on the market, or 
to individual agreed end-users, the payment by end-users into an aid 
goods collection account, and then finally the reimbursement of the 
drawing that the Government had made from the Bank of Korea. 

That procedure clears all of the difficulties which had existed prior 
to that time. 

Mr. Forp. Is that agreement fully settled between the Republic of 
Korea, UNKRA and all other nations, including ourselves? 

Mr. Hat. If I could confine my answer for a moment to the 
UNKRA agreement, that is fully settled and signed by the Agent 
General of UNKRA and the Prime Minister of the Republic of Korea, 
and has been in operation now for a month or two. 

I think you also asked for that as to the United States. The agree- 
ment in draft form and in the early study was coordinated at every 
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point with the Economic Coordinator speaking for the United States, 
and received his approval before it was consummated. 
Mr. Forp. What is the date of consummation of that agreement, 
approximately ? 
fr. Havu. Approximately May 20 or May 25. May I supply that 
for the record ? 


(Note: The date is May 31, 1954.) 
NATHAN REPORT 


Mr. Forp. Yes. What was the date of the final Nathan report? 

Mr. Hatt. Mr. Ford, it was furnished to me approximately 30 days 
ago. I do not recall whether it bears an official date. I believe it 
bears the date of April 28, but I would have to check that in order 
to see. 


(Note: The date is shown in the report as “Mareh 1954.) 


Mr. Forp. Does the content of the Nathan report with its recom- 
mendation coincide with the basis of this agreement which has been 
signed between the parties you mentioned ? 

Mr. Hatz. The agreement itself does not include any obligation 
on the part of UNKRA to furnish any specific amount of aid. The 
Nathan report, on the other hand, of course contains recommendations 
with respect to the estimated volume of aid from all sources that 
would be required. There is nothing, therefore, quite material and 
therefore nothing in conflict between the Nathan report and the 
financial agreement with the Republic of Korea. 

Mr. Forp. Did not I see some strong language of responsible author- 
ities of the Republic of Korea condemning the so-called Nathan 
report 

Mr. Hau. I have seen some newspaper accounts attributing such 
language to certain sources in Korea. ‘I have assumed from a careful 
study of the Nathan report that the animus, if any, on the part of 
the Republic of Korea was stirred from the fact that the Nathan 
report very frankly stresses the necessity for securing—lI believe the 
report uses the words—a high level of integrity in the official admin- 
istration of affairs in Korea. 

Mr. Forp. Is UNKRA going to predicate its program on the Nathan 
report ¢ 

r. Hatt. Only in this sense. UNKRA, as you are of course 
aware, is presently operating on a program scale which is a minor 
fraction of the estimated rehabilitation needs. It might be in a 
sense more accurate to ask whether FOA is going to predicate its 
program on the Nathan report. The FOA program is, of course, 
so very large, the larger of the two programs; but to answer it more 
specifically, UNKRA is continuously, since the first draft report, 
studying the report with respect to types of categories or fields of 


aid and the priorities suggested therein. However, UNKRA does 
not under the agreement with the Economic Coordinator make a 
unilateral determination with respect to the overall program. The 
agreement between the Agent General of UNKRA and the Economic 
Coordinator is, in short, that the Economic Coordinator shall initiate 
oem and the outline for the overall program, and UNKRA 
sha 


accept segments of that program by mutual agreement. 
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Mr. Forv. You, in effect, asked me to ask the question, is FOA going 
to predicate their program on the Nathan report? 
r. Hauu. I just meant to suggest that it was not appropriate for 
me to answer on behalf of FOA. 


PERSONNEL OF UNKRA 


Mr. Forp. Last year in the hearings you included a chart showing 
the personnel of UNKRA as of June 1, 1953. Could you bring that 
up to date and make it comparative, 1953 as against 1954? 

Mr. Hatt. Yes, sir; depending on the time element. I have been 
furnished by UNKRA such a chart as of date, approximately, of 
March 1, 1954. 

Mr. Forp. That would be satisfactory. 

‘ “9 Hatx. Otherwise I would have to cable to headquarters in the 
eld. 

Mr. For. That date of March will be satisfactory. 

(The information requested is as follows:) 


Personnel of United Nations Korean Reconstruction Agency (UNKRA) 


Nunber of persons 


June 1, 1953 | Mar. 1.1954 


Net annual 


R5S88 


Deputy Agen 
Agent General 
G 


Loanet 
UNCACK 


lals al. 


1 As conditions became more stabilized after the cessation of hostilities and as the United States (FOA) 
program came into operation with larger emphasis in that program on the ivnnortation of sustaining eom- 
modity imports, UNKRA, in agreement with the Economic Coordinator serving on the staff of the Com- 
mander in Chief of the United Nations Command undertook larger res»onsibilities in the fields of health 
and sanitation, education, housing, industry and mining, irrigation, forestry and flood contre!, and fish- 
eries. In undertaking these res>onsibilities, a considerable number of secialists whom UNKRA had 
formerly loaned to KCAC were returned by KCAC to UNKRA so that they might work directly on 
UNKRA projects in the mentioned fields. 


USE OF 1954 FUNDS 


Mr. Forp. Last year in foreign aid ese bill, the fieure 


for UNKRA was $50,700,000. As I recall, in the Department of the 
Army appropriation bill for fiscal 1954 the amount appropriated was 
$71 million. Now where did those funds go and how were they set 


Grade salary — 
i Civil Assistance Command (KCAC) formerly | 
Grand total, including persons loaned to KCAC......... 
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forth in the figures on page 297? Of course, in addition, the $200 mil- 
lion was made available. 

Mr. Hatt. May I ask, is that a question directed to General Mar- 
quat with respect to the Department of the Army funds, or did I 
understand—— 

Mr. Forp. It is directed to anyone who can answer the question. 
There was $50,700,000 approved in the FOA appropriation bill for 
fiscal 1954. In what item is that reflected on page 297 1 

Mr. Morpny. I can answer that. The $22 million for 1955, you 
will note, is to be financed partly by $18.5 million carryover. That 
$18.5 million plus $23.1 million, which shows in the 1954 column oppo- 
site the line “UNKRA,” plus $9 million in line (c), emergency food 
relief program, makes up the total of $50 million you refer to. In 
other words, in the 1954 appropriation for contribution to UNKRA, 
we used $9 million for the emergency food program for Korea under 
section 513, and we had $18.5 million left over to apply to next year’s 


rogram. 
. Mr. F orp. The $9 million for the Korean emergency food relief was 
onigelly appropriated for UNKRA but diverted under the transfer- 
ability provision ? 

Mr. Murreny. Under section 513 (b) the President signed a deter- 
mination making it possible for us to move in there and give some 
food relief. 

Mr. Forp. The Korean emergency food relief program is sep- 
arate from CRIK? 

Mr. Murpny. Yes, sir. 

Mr. Forp. And in the Department of the Army appropriation for 
fiscal 1954 there was an item of $71 million for CRIK. Where is 
that reflected in your chart on page 297 ? 

Mr. Mcurreny. That is in the amount of $280 million shown on the 
line for the Korean program. That is comprised of $196.6 million 
new money made available by Congress especially for the relief and 
rehabilitation iy am and the balance of $80,656,000 is composed 
of the money available to CRIK last year—some carryover and $58 
million of new money. 

Mr. Taser. Was the $200 million in the FOA bill ? 

Mr. Murrny. No, sir; it was not. 

Mr. Taser. Where was it? 

Mr. Morrny. It was in a special supplemental bill which con- 
tained that item. It was not presented as part of the mutual security 
program last year. 

r. Forp. There was a heats which was put in the last appro- 
voice bill authorizing the transfer of up to $200 million out of the 

epartment of the Army procurement projects item. The $200 mil- 
lion it was assumed woold’ be available on the basis of the cessation 
of military activity in Korea. In other words, the $280,256,000 was 
made up of the $71 million that came from CRIK, and the $200 
million that came out of the transfer in the final appropriation bill. 

Mr. Horrer. There was $58 million of new money for CRIK in 
1954 ; $22.6 million of carryover from 1953. That made $80.6 million 
and that, added to the $200 million for FOA makes the $280.6 million. 


‘ 
¥ 
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OBLIGATIONS UNDER UNITED STATES KOREAN PROGRAM 


Mr. Forp. Of the $280 million under your Korean program, how 
much of that is obligated? What is the obligation picture there? 

Mr. Murerry. Of the $200 million, we ended the year with less than 
$500,000 in 1954. I think the figure was $300 and some thousand 
unobligated on June 30. 

Mr. Forp. Out of the $200 million ? 

Mr. Moreny. Out of the $200 million. 

Mr. ‘Tarver. Do you have copies of these transfers you made that 
you can distribute to the committee so we can see what the picture is? 

Mr. Murrnuy. Yes, sir; I do, 

Mr. Forp. What is the Army doing, now that it is shorn of its 
CRIK responsibilities ¢ 

General Marquart. The Army has been responsible for the applica- 
tion of directly appropriated funds in 1954. In 1955 the funding will 
be in the FOA budget as presented herewith, and arrangements are 
being made now between FOA and the Army for the continuation 
of part of this function by the Army until the Army can phase out 
entirely of all of responsibility for aid programs except for so-called 
emergency relief, which remains a primary function of the military 
as long as it is in Korea. We are, however, making plans and work- 
ing with FOA on the complete phase out at the very earliest possible - 

-moment. 

Mr. Forp. None of the Army funds appropriated to it in the mili- 
tary budget are used for relief and rehabilitation in Korea? 

General Marquart. To the extent that they do contribute to an 
increased viability of the economy, I think you might say they are 
integrated in the relief and rehabilitation program. Specifically there 
is nothing except the special Eighth Army program, of major conse- 
quence in the Army activities which is, in itself, reconstruction or eco- 
nomic rehabilitation ; but, incidentally, when you build homes for the 
Pusan fire victims, you contribute to the improvement of the economy. 
We do not go into that type of work unless it is an emergency. When 
we speak about emergency relief, we do not mean only military emer- 
gencies; we have responsibilities for tornado and flood damage and 
things of that kind with special reference to the indigent papapeon 
of Korea, mostly displaced persons, for whom there is no other pro- 
vision made, 

Mr. Forp. In the Army budget for 1954 there was money set aside 
for CRIK. 

General Yes, sir. 

Mr. Forp. That has been transferred out, so the assumption is that 
no funds approved for the Army for fiscal 1955 or any of the funds 
in fiscal 1954 were to be used by the Department of the Army for relief 
and rehabilitation. 

General Marquart, That is true of 1955, and it is true of 1954, except 
for the incidental contributions I mentioned a minute ago. However, 
we administered the entire $80 million in 1954. 

Mr. Forp. The Army administered for FOA ? 

General Marquar. No. In 1954 the CRIK appropriation was 
made to Army for emergency relief only and FOA started the $200 
million program for reconstruction and defense support. In 1955 
they are integrated into the same budget. 
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Does that make it clear? 

Mr. Forp. 1 believe so. Now out of the $80.2 million, how much is 
obligated ? 

General Marquar. Our records show we requested $75 million from 
Congress; we got an appropriation of $58 million; we had a carryover 
of $22.6 million, which gave us a total figure of $80,636,750. Of that 
amount, an estimated $68.6 million was obligated up to June 30. The 
unobligated balance of $12,025,000 is made up of the following items: 
$9.2 million programed, $0.7 million for transportation of supplies 
and $2.1 million for transportation requirements in the Eighth Army 
special program. In the $9.2 million category there are such things 
as X-ray machines for hospitals and items which take time for instal- 
lation. We do not actually make payments until work is completed 
and, therefore, these funds are definitely committed but the payments 
do not show up in the Comptroller’s records as having been made 
during this particular fiscal year. 

Mr. Forp. Out of the $280 million plus you have only approxi- 
mately $300,000 which Mr. Murphy mentioned as unobligated, plus 
approximately $12 million that you mentioned as unobligated ¢ 

eneral Marquar. Yes, sir. That is technically unobligated; but 
there is this $9 million item I just referred to, plus the $2.8 million, 
approximately $3 million, for transportation which will not be paid 
for until MSTS has submitted bills. 

You will notice that $2.5 million or approximately $3 million is 
about 25 percent of the unobligated balance. We allocate 25 percent as 
an overall figure for transportation until we get the bills from MSTS; 
then we make the payment of the actual cost. As you know, MSTS 
rates vary, and there is no way in which we can know what the pay- 
ment will be until we get the bills, and that is some time after the 
delivery has been made. 


FUTURE FUND REQUIREMENTS 


Mr. Forp. And for fiscal 1955 you are requesting $230 million for 
this defense support program in Korea. 

Dr. Moyer. Yes, sir. 

Mr. Forp. It is a continuation of a long-range program ¢ 

Dr. Moyer, It is a continuation of what has been started with the 
$200 million plus the CRIK program which the general just talked 
about. 

Mr. Forp. What is the total amount envisaged for the entire pro- 
gram upon which the $280 million was appropriated or made avyail- 
able, and the $230 million which is requested here? 

Dr. Moyer. The unliquidated 

Mr. Forp. In other words, what is the total program as you see it 
now over the long pull that we now have embarked upon to the extent 
of $510 million, approximately, assuming the $230 million is made 
available? 

Dr. Moyer. You mean beyond 1955 on into the future? 

Mr. Forp. Yes. 

Dr. Moyer. When the arrangements were first discussed with Syng- 
man Rhee for settlement in Korea and his attitude toward the truce 
and such matters, the figure of $1 billion was mentioned. I do not 
think that in any sense constitutes a commitment. That is the only 
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figure I know of giving any kind of an indication on into the long- 
range future. 

Mr. Forp. Does that assume to be a 4-, 5-, or 6-year program ¢ 

Dr. Moyer. It assumed to be either a 4- or 5-year program of rough- 
ly around $200 million per year. 

Mr. ParetMan. Initially there was no precise time specified. It 
was contemplated that it would range from 3 to 4 years and that was 
indicated in August 1953. Four years would now appear to be the 
practical minimum. 

TASCA REPORT 


Mr. Forp. That program was based on the so-called Tasca report? 

Dr. Moyer. Yes, sir. 

M. Forp. Is there any conflict between the Nathan report and the 
Tasca report ¢ 

Dr. Moyer. I am not familiar with it. I think there is no specific 
tie-in at all. I do not know to what extent the Tasca group consulted 
any Nathan specialists who might have been there at the time, but 
the one is not based on the other. The Tasca group went over there 
and made their independent study, taking particular factors into con- 
sideration. I believe one factor, which, as I understand the Nathan 
report—I have not read it; I really do not know what is in it—the 
Tasca report took into account the total military situation and the 
requirements that might arise out of that, and I understand the Nathan 
report is purely an economic study and does not take into account 
the total Sep The Tasca report is not based on the Nathan report. 
Presumably they might have discussed it with some Nathan special- 
ists, but I do not know about that. 

General Marquart. Nathan made assumptions on the military, but 
did not have access to confidential military plans which are contem- 
plated in the Defense Support portion of the Tasca report. 

Mr. Forp. Of the $230 million requested for 1955, how much do 
you anticipate to obligate in 1955? 

Dr. Moyer. We expect to obligate all of it. In fact, the inflationary 
trend which already developed over the fourth quarter of the past 
fiscal year has been somewhat alarming and we are now not sure 
whether the $230 million will be adequate to meet the needs. 

Mr. Forp. The exchange rate problem has been settled? 

(Discussion off the record.) 


PROGRESS IN MAJOR REHABILITATION PROJECTS 


Mr. Forp. The other day I was reading an article in the Christian 
Science Monitor dated May 26, 1954, which has the headline “Little 
To Show for Aid—Korea Economy Drags,” and one of the para- 
graphs says: 

As far as the major rehabilitation projects are concerned, however, there is 
planning but no progress. ‘ ‘ 

Would you care to comment on that? 

Dr. Moyer. Yes, sir; I would be very glad to. 

Discussion off the record.) 
r. Moyer. The facts are that the bilateral agreement was not 
signed until December 14, 1953. Wood, the Economic Coordinator, 
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went over in August 1953 and it took that length of time to reach 
an agreement fundamentally, and we did not feel prepared to go 
rapidly into the program until we did agree on the vier teeth a 
However, that time was taken to prepare and then we particularly 
moved rapidly on obligation for the salable portion of the program— 
raw materials for the factories to operate and the limited amount 
of consumer goods needed to keep them supplied, and we moved at 
the same time on the investment program. 

I think impartial observers wi!l say that the progress made has 
been excellent considering the difficulties. But as far as factories 
that are booming or other visible evidences of that, no; you cannot 
do that so quickly; it takes time. 

But progress has been made; funds have been obligated; we have 
worked out contracts to get under way important investment-type 
activities and we believe they will show results in the normal way 
as time goes on. 


KOREAN POWERPLANTS 


Mr. Forp. The article states: 


Three steam powerplants will be built at Pusan, Samchok, and Seoul and are 
expected to be finished in 2 years at a cost of $26 million. 

Have you obligated funds for those powerplants? 

Dr. Moyer. Yes, sir; and the contract has been arranged with the 
Bechtel Co. to supervise the construction and, for a year after the 
Pint has been established, to assist in the operation of those three 

ants. 

. Mr. Forp. Has construction actually started ? 

Dr. Moyer. May Mr. Williams, the head of the Korean Division, 
give the details on that? 

Mr. Witi1ams. A number of engineers are there and supplies are 
beginning to move; the people who will be in charge are there and the 
contracts are being sete right now for the material. So it is under 
way, definitely. 

Mr. Forp. Is there any planned program for hydroelectric power 
developments in South Korea? 

Dr. Moyer. In the 1954.program, earlier we helped to get into 
operation one hydroelectric plant at the Hwachon project which had 
been bombed and partially j arent Those three new projects are 
thermal plants. The better sources of power, of course, are in North 
Korea and other sources will be explored; but there is no immediate 
project beyond Hwachon of the hydroelectric type. 

Mr. Forp. When do you expect to initiate construction of the 
Hwachon hydroelectric project ? 

Dr. Moyer. They are already working on that. 


FERTILIZER PRODUCTION PROGRAM 
Mr. Forp. What is the situation in reference to the fertilizer pro- 


a 
Dr. Moyer. We obligated $23 million in the 1954 program for that 


project. We have requested bids; they were expected to be let at this 
time. There were 5 or 6 companies that were planning to bid. When 
their bids are submitted, we have entered into a contract with the 
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National Research Council objectively to review those bids, to review 
their merits with respect to each other as well as the merits of the 
total proposal. If they recommend favorably some bid, we will pro- 
ceed immediately with it. That is the present status. 


CEMENT PLANT FACILITIES 


Mr. Forp. What is the situation concerning cement plant facilities? 

Dr. Moyer. That has been largely under UNKRA. 

Mr. Harz. The preparation of the contract for the cement plant 
has been peewee 4 he bids have been received. We assume that 
the award was let this week, but we have not heard from the head- 
quarters in Korea. 

Mr. Forv. Where is that plant to be built ? 

Mr. Hat. The site selected for the plant is in Mugyong County 
and the further designation is Kyongsang Pukto. ; 

Mr. Forp. Is that project under UNKRA? 

Mr. Hatz. That is correct, sir. 

Mr. Forp. FOA is not going into the cement program. 

Dr. Moyer. Not at the present time. 

Mr. Taser. Who runs UNKRA;; who is the head of it? 

Mr. Hawt. John B, Coulter, who is a retired lieutenant general of 
the United States Army. 

oe Forp. Mr. Chairman, you went into the military situation yes- 
terday. 

Mr Taper. Yes; we covered that yesterday. That is all for train- 
ing and that is the first item. 


REVISION IN BUDGET ESTIMATE 


Mr. Wiceieswortn. I would like to ask a question or two. I have 
a statement here from the committee investigators which indicates 
that when first given the budget for Korea which was I think in 
April, it contemplated $231 million plus $110 million through 
UNKRA, Uncle Sam being liable for $71 million of the $110 million. 
That gave an overall total of $302 million. 

Then the investigators state that within’x few weeks time, although 
the $71 million was vehemently defended both by FOA and State 
Department officials, as being absolutely necessary and the calculated 
minimum which could effectively produce the desired result, the figure 
of $71 million was pulled down to $11.3 million. 

Am I correct in assuming that $11.3 million has then been increased 
to $22 million ? 

Mr. Mourpny. No, sir; $11.8 million was the amount of new au- 
thorization request which, together with the estimate of $10.7 million 
carryover would have made the $22 million necessary to carry out the 
program. Since the time that figure was arrived at, progress in get- 
ting the contributions from other nations has been somewhat slower 
than anticipated, with the result that instead of having $10.7 million 
unobligated on June 30 we had $18.5 million, and the difference has 
been applied to the $11.3 million to reduce the appropriation request 
to $3,453,000 shown on page 297. So that from the time discussion 
started with the Foreign Affairs Committee we have consistently been 
presenting a $22 million program. The only changes have been in 


201 


the sources of financing, as between the new money required and the 
old money. 

Mr. WicGLeswortH. How did you knock the $71 million down first 
to $11.3 million and then from $11.3 million to what has now become 
$3.4 million ? 

Mr. Morrny. The $70 million figure contemplated that a program 
of that level was to be financed partly from unobligated or balances 
of prior appropriations, and the balance from new money. 

Mr. Wicetesworru. You knocked the $71 million figure down to 
$22 million; did you not? 

Mr. Mourpny. Yes, sir. The reason, of course, is the fact that 
pledges of contributions from other countries which had been antici- 
pated just did not materialize as fast as was expected, and the United 

tates policy is to keep its own contributions to 65 percent in any 
multilaterally run program, so as to maintain the nature of the pro- 
gram. We believe that when we get beyond that percentage, you 
really have not a multilateral program any more, but it becomes a 
unilateral program. So there was the revision downward. 

Mr. Wiaetesworrn. What contributions did the other nations put in 
in 1954¢ 

Mr. Hany. Governments other than the United States in fiscal 1954 
paid in $18,167,385. 

Mr. Wicéieswortn. What did you think they were going to pay 
in when you made this $71 million estimate / 

Mr. Hawi. At that time we had estimated they would pay in that 
amount which on a 65 percent United States—35 percent ot ~ govern- 
ment ratio would result in the total amount there of $110 million. 

Mr. Morrny. It would be about $40 million. 

Mr. Wiccieswortru. It would be more than that, would it not? 

Mr. Murpuy. I do not believe so. I think $71 million would be 
about 65 percent of $110 million. 

Mr. Wiceieswortn. In other words you expected about $40 million 
and only got $18 million? 

Mr. Murrny. We are talking about the fiscal year 1955 in the $40 
million. The $18 million figure I do not recognize. 

Mr. Wice.eswortnu. $18.1 million from countries other than the 
United States was in respect to fiscal 1954¢ Is that right? 

Mr. Haz. That is correct. 

Mr. Wiceteswortn. That is, the figure we are talking about was 
the 1955 guess; is that right ? 

Mr. Murruy. Yes, sir. 

Mr. Wicc.ieswortn. And you expected to get $39 million in 1955. 

Mr. Murrry. Yes, sir. 

Mr. Wicetrsworrn. And then changed your mind and decided you 
could only figure on about $13.7 million. 

Mr. Hatt. $13.7 million is the figure that would proportionately 
match the figure from the United States, if that is your question. 

Mr. Wiccieswortn. I am just trying to understand how you ar- 
rived at the revision of your figure from $71 million down to $22 mil- 
lion. If I understand it, you thought there were going to be con- 
tributions from nations other than the United States and UNKRA 
in the sum of about $40 million. 
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Mr. Murruy. $39 million, to be exact, and we now re it will 
be about $13.7 million, which caused the United States figure to go 
down. 

CONTRIBUTIONS TO UNKRA BY OTHER COUNTRIES 


Mr. Taner. From where are you going to get the $13 million? 
Mr. Hatt. I have a detailed list here. 
Mr. Taser. Let us see it. 
Mr. Haut. Yes, sir. And may I comment on that list for a mo- 
ment ? 
Mr. Taser. Yes. You do not want these figures in the record, do 
ou? 
. Mr. Hau. There is only one that has to be off the record, as it is 
in private conversation with the official of the Government at the 
moment. The others all represent balances on existing pledges and 
they are of record. 
Mr. Taser. Whichever one has to be off the record, leave it out; 
but I think you had better put the others in together with the total. 
Mr. Hatt. Yes, sir. 
(The table is as follows :) 


Estimate of contributions to be received by the United Nations Korean Recon- 
struction Agency (UNKRA) from governments other than the United States 


in fiscal year 1955 


Balance on existing pledges: 
Australia $1,546, 584 
Belgium 100, 000 
Chile. 
Denmark 
Dominican Republic 


New Zealand_-_ 
United Kingdom 


Additional contributions being solicited: names of countries withheld 
from the record by permission of the Committee 4, 


Total 13, 678, 575 
1Ttaly is directing its contribution to the United Nations Korean Reconstruction Agency 


to the support of a hospital in the as of Korea. Based on experience in previous 
St — of this support so furnished by Italy is estimated for fiscal year 1955 to 


Mr. Taser. How much is the one that is not set? 

Mr. Hatt. That is the $2 million figure. May I also say that those 
balances, particularly of the Scandinavian countries shown there, are 
very firm and have been dependent only on final signature of a major 
hospital construction project, because their contributions are going 
into that hospital and the provision of doctors and nurses to staff it. 

Mr. Forp. That will be in fiscal 1955. —_-- 

Mr. Hatt. That is right. I was advised last week by UNKRA 
that the final draft agreeable to UNKRA and the Scandinavian gov- 
ernments was prepared for signature. 

Mr. WiccLeswortn. Suppose you should not get that $13.7 million, 
would that result in our making no contribution, or what would the 
situation be? 
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Mr. Hate. It is our estimate that the United States disbursements 
would be made only in such proportion as the contributions from other 
governments would result by the end of the year in a 65-35 ratio. 

Mr. Wiccieswortn. In other words, if they fail to contribute we 
would not be under obligation to contribute anything ourselves? 

Mr. Hat. And that is approximately the plan we worked on this 
fiscal year 1954. 


TRANSFER OF FUNDS FROM UNKRA ACCOUNT TO UNITED STATES FOA ACCOUNT 


Mr. Forv. Do you have authority under your transferability to take 
funds from the UNKRA account and use them in the FOA Korea 
account ¢ 

Mr. Mureny. I would have to check that. I think we would, but | 
would like to check it carefully. I do not know offhand what the 1955 
act would allow in that respect. 

Mr. Forp. Will you check that and also could you state now whether 
or not any transfers were made from the UNKRA account in fiseal 
1954 to the FOA account in fiscal 1954? 

Mr. Mourreny. That I can answer now. The $9 million item of the 
Korea emergency food project was in effect a transfer to other purposes 
than contributions to UNKRA. That is the limit of the transfer in 
1954. ‘That was used in Korea. 


METHOD OF ARRIVING AT TOTAL REQUEST FOR KOREA 


Mr. Forp. The net effect is, then, although we made a lesser con- 


tribution to UNKRA than we anticipated in 1954 we made a larger 
direct contribution than we anticipated on the ratio of 65 to 35. 

Mr. Murray. I think, though, you get into difficulty on the ques- 
tion of whether you consider this emergency food program as an 
UNKRA type activity. I would have a serious question in my mind 
about that, because it was strictly an emergency operation and had 
none of the wg ar that characterize the UNKRA program generally. 


On the other hand, we did expect obligations for UNKRA in fiscal 
1954 to the total of $50,875,000 which was made available and we do 
have $18.5 million of that left and to be used, and $9 million was 
used for another purpose, and the difference of $23 million is actually 
what our contributions amounted to during the year. 

Mr. Wicctesworru. Still on fiscal 1955, it is stated in the investiga- 
tors’ report that it should be noted although the FOA budget for 
UNKRA was reduced from $71 million down to $11 million—it should 
be $22 million, I guess—FOA did not change the total budget in any 
appreciable amount. Is that correct? J 

r. Mureny. Yes, sir, that is correct. And I can use one example 
to explain that and get more, if you would like. 

Mr. Wiccreswortu. In other words, you took the $50 million, more 
or less, that you had originally planned for contribution through 
UNKRA—when you found the contributions were falling off so that 
we would not contribute to the same extent through UNKRA, and 
added it on to other proposed items for relief ? 

_ Mr. Morpuy. That is correct. Just as we were finding that par- 
ticular item was optimistic, we were finding other items that were 
pessimistic. For instance, you raised the question the other day about 
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the Turkish program. I think if you will examine the record you will 
find the last time we had talked about the Turkish program we were 
thinking of an amount in the neighborhood of $40 million. The 
fact of the matter is we simply could not do the job with $40 million 
in fiscal 1954 and it took over $70 million to do the job. At the same 
time we were realizing we could not get along with $40 million for 1954 
in Turkey, it was becoming obvious that we could not get along in fiscal 
1955 at the level contemplated. So that there were pluses and minuses. 

Mr. Wicerteswortn. Where did that $50 million, more or less, go? 

Mr. Murrny. Of course it is impossible to answer that question 
precisely. 

Mr. Why ? 

Mr. Murrny. It is one of a whole series of adjustments and to trace 
any one particular dollar reduction to a particular dollar increase is 
obviously impossible. 

Mr. Wiceiesworrn. In other words, when you found the UNKRA 
contribution was going to be less you added the $50 million, more or 
less, to other program figures? 

Mr. Murrny. No. 

Mr. Wicetesworrn. Tell us where you put it. 

Mr. Murrny. As you are carrying on a program from day to day 
you are making judgments as you go along and some judgments may 
call for increases, and some may call for decreases. 

Mr. Wiceteswortn. Did you have any detailed breakdowns for the 
various programs that added up to the total you initially requested ? 

Mr. Mourrny. Yes, we had approximate figures. 

Mr. Wiaeteswortu. Did you have detailed figures or did you just 
pick something out of the air on the theory that this was about what 
you should put in for this purpose or for that purpose? How detailed 
are these programs? 

Mr. Mureny. It depends on the time to which you refer. 

Mr. Wiccieswortu. I am referring to the few weeks’ time that 
elapsed between the time you thought you were going to put $71 
million into the picture through UNKRA and when you decided you 
would only put $22 million into the picture through UNKRA. 

Mr. Murpuy. In the first place, it was not a few weeks. It was be- 
tween January and April, so you have a 3-month period. 

Mr. Wiacreswortn. I am quoting what the investigators say. 
They say it was within a few weeks, and I think the first time they 
saw this program was in April. 

Mr. Murrny. It could not have been because we were before the 
House Foreign Affairs Committee on the 5th of April with the pro- 
gram all wrapped up ready to present. The figure of $71 million was 
used in Desenber 1953. Bows time between December 1953 and the 
1st of April or latter part of March there was a change in the UNKRA 
program, but as an example when we started before the House Foreign 
Affairs Committee, we thought we would finance only one-half of the 
coal-steel loan program from 1954 money-and half from 1955 money. 
We found we had to use all 1954 money to consummate the deal. 


FIRMNESS OF ESTIMATE 


Mr. WiceteswortH. What I want to know is how specific the pro- 
grams were upon which you based your original overall request in- 
cluding the $71 million through UNKRA. 
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Mr. Murruy. They were fairly specific. 

Mr. Wiceteswortu. How specific ? 

Mr. Murreuy. Each country’s program was presented from the 
country level through the Washington level to the Bureau of the 
Budget in considerable detail. 

Mr. WiceieswortH. Then why can you not tell me what you did 
with the $50 million more or less which you added to the other pro- 
grams when you saw the UNKRA contribution was going to be less? 

Mr. Morpny. I will give you the $50 million increases that took 
place in the same period if you want me to, but with the whole series of 
reductions and increases going on simultaneously, I cannot say a par- 
ticular dollar from a particular reduction found its way to a par- 
ticular program. 

Mr. Wice_esworrn. If you had X million on April 1 and decided to 
increase it to Y million on April 15, the person who made that decision 
must know why he made it and what it represented. I am asking you 
for specific information and you are giving me a lot of general re- 
sponse which does not meet the question specifically. 


KOREAN POWERPLANT 


Let me ask you about the powerplant. Was that originally to be 
financed through UNKRA ? 

Mr. Moureny. The powerplant in Korea ? 

Mr. Yes. 

Mr. Mourpny. Not that I know of. 

Mr. Hatt. No. 

Mr. WititaMs. Yes, it was. 

Mr. Wicereswortn. And you took that out of the UNKRA pic- 
ture and put it under FOA? 

Dr. Moyer. The item, but the financing still came out of the $200 
million. .The functional responsibility only was transferred from 

INKRA to FOA, not the funds. 

Mr. Wiceteswortn. Are you carrying that plant at $30 million? 

Mr. Murrny. Yes. 

Mr. Wiccieswortu. How did you arrive at that figure? 

Mr. Murpny. It was a negotiated contract. 

Mr. WieciteswortH. With whom ? 

Mr. Mcrpny. Bechtel is the name of the engineering company. 

Mr. Wicei_esworrH. When did you sign the contract ? 

Mr. Murrny. The contract was signed between the Korean Gov- 
ernment and Bechtel. The United States is not a direct party to the 
contract. 

Mr. WiceLeswortH. Bechtel is an American firm ? 

Mr. Murrny. Yes. 

Mr. WiecieswortH. Located where ? 

Mr. Mvurrny. San Francisco, I am advised. 

Mr, Wiccveswortu. This is a 100,000-kilowatt thermal plants, is it 
not ‘ 

Mr. WittraMs. 100,000 kilowatts is for 3 plants. 

Mr. Wicctesworrn. You do not know whether there was any com- 
petition in the picture at all in arriving at the figure ? ; 

Mr. Murpny. I believe it was a negotiated contract based on plans 
and studies made by the Bechtel Co. over a 6- or 8-month period prior 
to the signing of the agreement. 
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Mr. Wicciesworrn. Our investigators report that they were unable 
to find any record of any study having been made from which FOA 
could arrive at a $30 million budget figure, and they say their best 
judgment, based on current statistics, is that $22.5 million would be a 
more realistic figure in considering a 100,000-kilowatt thermal plant, 
and that that would include many refinements not considered essential. 
Do you have any commetn on that? 

Mr. Wiix1aMs. I shall be glad to comment on that, sir. Ever since 
the Russians cut off the power from North Korea in 1948, South 
Korea’s power facilities or lack of facilities have been under very in- 
tensive study and the place has been surveyed and resurveyed and sur- 
veyed again until it is time for something to be done. 

ast fall a team from FOA made a final survey of the Korean 
power situation and recommended that an overall power development 
management company be established. I want to bring in a statement 
about the attitude of the Government of Korea. Is it perfectly all 
right for me to do that ? 
r. Taser. ‘That is up to you. 

Mr. Forp. It probably should be off the record. 

(Discussion off the record.) 

Mr. Wuu1aMs., President Rhee was impressed with the Bechtel 
Corp. leadership and its record of the past. The $30 million contract 
makes it look, offhand, as if it is $300 a kilowatt, whereas the rule of 
thumb in this country is from $150 to $180 a kilowatt if it is built in 
this country, although in some places it is higher. The cost of getting 
materials and men, the variables in a contract in Korea, are such that 
it is not known exactly what it will cost. If we knew positively that 
certain logistical support could be supplied by the Army, that would 
reduce the cost. That is not known definitely. That is one of the 
variables. 

The contract is actual cost-plus-fixed fee. If the actual cost is $250 
per kilowatt, then the 100,000 kilowatts will cost $25 million. It is 
sometimes said that this can be rigged in such a way that it will be 
seen that the $30 million is spent. Steps are being taken to have 
every step in the project followed by a representative of a public 
accounting firm. 

Mr. Representing FOA? 

Mr. WiiutaMs. Yes, sir. So I think every sensible precaution is 
being taken to see that it will be actual cost. 

Mr. Forp. Has a ceiling of $30 million been fixed ? 

Mr. Yes, sir. 

Mr. Forp. It has to cost not more than that? 

Mr. Yes. 

Mr. Forpv. And anything less than that would be a saving? 

Mr. Yes. 

Mr. Taner. But it is true that this contractor got up the plan, did 
he not, for this job? 

Mr. Wirurams. Yes, sir, on the basis of the previous studies. 

Mr. Taner. Frankly, I never heard before of allowing the con- 
tractor to get up the plans for a job of that size that he was going to 
operate. It does not impress me as good business or as common 
ordinary practice. It would not make me happy, I will be perfectly 
frank with you, and it does not. 
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Dr. Moyer. May I comment on that, Mr. Chairman? I think none 
of us would have preferred this arrangement. The circumstances are 
the ones Mr. Williams has mentioned. Off the record. 

( Discussion off the record.) 

Mr. Taser. In other words, we have a contract with an outfit brought 
about my unbusinesslike methods for the purpose of satisfying whims 
of somebody else when we are putting up the cash to pay the bill. Is 
that the idea? It is,is it not? There is no use kidding yourself about 
it. 

Dr. Moyer. There were previous surveys made by the teams that 
went over which were not based entirely on the Bechtel plan. 


Mr. Taser. I do not know why FOA and all these other setups try 
to get themselves in as much trouble as possible. This is the way. 

There is a public accountant figuring the costs but there is no engi- 
neer figuring if the job is any good or not. 

Mr. ANDERSEN. N 
tractor ? 

Mr. Tazer. Evidently not. 


0 specifications from sources other than the con- 


STATUS OF EXPENDITURES UNDER DEFENSE-FORCES PROGRAM 


Mr. Wicetesworrn. Let me ask a couple of questions. You are 
requesting $230 million ? 

r. Moyer. $238.9 million minus the $5.4 million of military assist- 
ance—that is $233,453,000. 

Mr. Wiceiesworru. But for defense support you are requesting 
$233 million ? 

Dr. Moyer. Yes, sir. 

Mr. Wiaetesworru. How much, if anything, is in the pipeline as 
of June 30 for that purpose ? 

Dr. Moyer. June 30, 1954? 

Mr. Yes. 

Dr. Moyer. There is a total out of the original $200 million of 
$164.4 million. 

Mr. Wiccreswortn. In the pipeline? 

Dr. Moyer. Yes, sir. 

Mr. $164.4 million? 

Dr. Moyer. That is right. 

Mr. WiaGLeswortH. And you actually delivered how much in 1954? 

Dr. Moyer. Estimated expenditures in 1954 are $35.6 million out 
of this program. 

Mr. Wiceteswortu. And you estimate for 1955? 

Dr. Moyer. In 1955 we are estimating expenditures of $130 million. 

Mr. Wiecteswortn. You are going to quadruple your expenditures 
in 1955 compared to 1954? 

Dr. Moyer. I think that could easily happen. 

Mr. Wicatrsworrn. Is that because of the change of emphasis be- 
tween UNKRA and FOA? 

Dr. Moyer. No, sir. That is because the bilateral agreement was 
not signed until December 14, 1953, and most of the obligations 
occurred in the last half of fiseal 1954. 

Mr. Wicerteswortu. So even if you should realize that iricrease, you 
have in the pipeline as of June 30, say, 3 months over and above what 
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you need for fiscal 1955 even if you did not get another cent here; is 
that right ? 
Dr. Moyer. Dollarwise. 


STATUS OF UNKRA FUNDS 


Mr. Wiceteswortn. What about this UNKRA picture where you 
are putting in $22 million as I understand it, $18.5 million of that being 
carryover / 

Dr. Moyer. A carryover, yes, sir. 

Mr. Wiccteswortu. Is there any pipeline in that picture? 

Mr. Murruy. Those are cash contributions to UNKRA and after 
we paid gut the check and made the expenditure the figure of $18 
million is what is left on June 30, which, together with the new 
request, will make $22 million for next year. 

Mr. Wiceteswortu. Where does the $18.5 million come from? 

Mr. Morreny. That is the unobligated and unexpended carryover 
from fiscal 1954. 

Mr. Wiceieswortn. Carryover from what? 

Mr. Moureny. From the appropriation made for contributions to 
UNKRA during fiscal 1954. 

Mr. WiaeLeswortH. They were not actuaily turned over to UNKRA 
because of the low level of contributions by other member nations ? 

Mr. Moreny. That is correct. 


KOREAN POWERPLANT 


Mr. Gary. Getting back to this powerplant just for one moment, 
who will operate this plant? 

Dr. Moyer. The contract provides that we will give assistance for 
the first year of operation. After that it will be turned over to the 
Koreans. 

Mr. Gary, The Koreans themselves will operate it? 

Dr. Moyer. We have not worked out any particular arrangement of 
what they will need in the way of foreign advice; we do not know. 
‘The only step we have taken so far is to assure assistance over the 
first year of its operation. 
tren Gaze. Do they have enough technical skill in Korea to operate 

e plant‘ 

Dr. Moyer. Part of the program, while the plant is being con- 
structed, will be the training of Koreans for various parts of the opera- 
tion. 

Mr. Gary. We had that trouble with the powerplant in Okinawa. 
It was first contemplated that it would be turned over to the Okinawan 
Government, and my recollection is that they did not have sufficient 
technical skill to operate it, and then there was some question about 
bringing in Japanese to run it, but I think we finally decided to run 
it ourselves. 

Dr. Moyer. I should imagine the Koreans would be somewhere 
between the Okinawans and the Japanese in skill. There is some 
skill among the Koreans but it will have to be built up. 

Mr. Gary. We would use part of the power for our own installations 

_and needs in Korea, would we not? 
Dr. Moyer. I did not quite understand that. 
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Mr. Gary. We would use what power we need for our installations 
in Korea from that powerplant ? 

Dr. Moyer. Oh, yes; yes, indeed. One of the important uses right 
now is for military purposes. As long as we have forces there, or 
other interests there, we would be using the power. 

Mr. Gary. And we would pay for the power that we use ? 

General Marquart. We draw power from the general system and 
the input of power now is partially supplied by two barges which 
are tremendously expensive to operate. That is one reason why power 
development is of such importance. 

Mr. Gary. What power do you have in Korea now? 

General Marquart. There are several thermal plants. I think you 
realize the Hwachon Reservoir is in the area north of the 38th parallel. 
It was built originally by the Japanese. There were 3 generators 
there but only 2 of them are now operating. Even in the prewar days 
one was a standby generator. 

In this development, one of the things which may explain the extra 
cost is that it is necessary to back up the water supply beyond that 
provided in the original project in order that the full output of this 
plant, three generators can be employed. Among Korea’s hydro- 
power developments is one in the Southwest—Sumjingang—that is 
called a Erect development but it is used for irrigation purposes 
part of the year, for flood control part of the year, and for power 
generation part of the year. Hydropower is very scarce and of course 
thermal power is expensive to operate when you must import the coal, 
but FOA has plans for the use of blowers and indigenous coal. 

Mr. Gary. Are there other sources of power besides those you have 
mentioned ? 

General Marquart. There are captive powerplants for certain in- 
dustries. There is another big one, a thermal powerplant, at Yongwal. 

Mr. Gary. How far away from the 38th parallel are you building 
this new plant? 

General Marquart. If you refer to the Hwachon plant, I do not 
know exactly. It is just north of the 38th parallel but not too close 
to the present front line. In this area there is a problem of the 
authority to transfer title. One of the problems that is being con- 
sidered by the United States at present is the transfer of administra- 
tive authority to the ROK. In conquered territory, the Army can 
develop projects, and subject itself to claims for payment for the use 
of facilities when title is established. There is no effort made during 
the time of technical hostilities to transfer title. 

Power is extremely important because all industrial development 
depends on getting power first. You do not get returns immediately, 
but it really is necessary to make possible putting into operation plants 
such as fertilizer and other plants. 

Mr. Gary. I can realize that. What I am wondering is what steps 
have been taken to avoid a situation such as you had at the beginning 
of the Korean war when practically all the power was supplied from 
plants north of the 38th parallel. When the North Koreans cut that 
power off the South Koreans were practically helpless. Now I am 
wondering if vou are building this plant a sufficient distance from 
the 38th parallel so that if you did have a renewal of activities there 
the North Koreans could step across the line and take this power- 
plant over and create a situation similar to that they had before. 
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General Marquart. It is in existence and it is subject to a very 
rapid repair and a quick turnout of power, but there is a calculated 
risk, of course. However, the direct proximity to the line in these 
days of air attack is not too important. They can bomb them father 
away from the line as easily as at the line. We bombed farther north 
in our attacks on Korea. One primary concern now is to relieve the 
United States of the cost of $1 million a month for the operation of 
power barges. The release of that money would compensate in part 
over a period of years for this particular project. 

Mr. Morrrry. The reason why all the pressure has been put on the 
development of power in Korea, and perhaps cutting some corners 
in the process, is that you cannot run fertilizer plants or cement plants 
unless you have an adequate supply of power. 

Mr. Gary. This plant, then, that we are discussing, you are utiliz- 
ing some previous plant, rebuilding a previous plant ? 

Mr. Wiiutams. The one above the 38th parallel is already there. 

Mr. Gary. I was talking about the new plants, the location of those 
with respect to the 38th parallel. 

Mr. Wiru1aMs. That is a factor; yes, sir. 


BRIQUETTING-PLANT PROGRAM 


Mr. Forp. What is the situation with respect to the briquetting- 
plant program 

Mr. WituaMs. For housing construction ? 

Mr. Forp. As I understood, there was a desire and need for some 
briquetting plants. 

Mr. Hatt. Mr. Ford, if you are referring to the briquetting that 
was the briquette compressing of the fiable Korean coal, UNKRA has 
completed the furnishing of briquette machines for three plants. 
UNKRA encountered a delay in that the obligation was twofold. 
UNKRA was to furnish the machinery and the Republic of Korea 
the necessary reconstruction of the plant for machinery. The Re- 
public of Korea delayed on that and it is only very recently that the 
construction and operation is approximately complete. I am not in- 
formed as to whether it is complete. 

Mr. Forv. Will you provide for the record the date you expect to 
have those plants in operation ? 

Mr. Hatt. Yes, sir. 

(The information requested was not supplied at time of printing.) 


TUNGSTEN PROGRAM 


Mr. Forp. A year ago there was some discussion about the handling 
of the tungsten contract. Is that presently being operated satisfac- 
torily from our point of view ? 

General Marquart. The Army was the one that negotiated that 
contract. The complete output of Sawn ore, which is of very 
high tungsten content, was made available to the United States stock- 
pile. As the United States stockpile built up and the period of the 
contract expired, the problem of whether it would be renewed or not 
became an issue. Decision was made that the stockpile is sufficient 
at present and does not require the continuation of this contract. The 
price paid was above the world market price and if renegotiated the 
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+ rae would have called for lower cost per unit to the United 
tates. 

The Koreans have been notified that this contract will not be re- 
newed because of the sufficiency of current stockpiles. However, ef- 
forts have been made to try to find other world markets for Korean 
tungsten, because it is a valuable asset and is capable of contributing 
approximately $25 million a year income to Korea. I think current 
programs contemplate certain developments of other strategic min- 
erals such as ak molybdenum, and others which we need. 

ome program, I believe, has some money in it for mineral develop- 
ment 

Dr. Moyer. Particularly coal. The railroads and roads are help- 
ing et it out. 

r. Forp. Off the record. 

(Discussion off the record.) 


KOREAN TEXTILE PRODUCTION 


Mr. Forp. What is the status of the Korean textile production ? 

Mr. Wiutiams. I have forgotten the exact figure but it is almost 
up to 1949, which is considered the best year since World War II. 

Mr. Forp. They are producing above what they were in 1949? 

Mr. Slightly; yes. 

Mr. Forp. How do the present figures compare with what they were 
a year ago? 

Mr. Wiis. I think it is 40 percent over 1952. 

-General Marquar. The demand is greater, though, because of the 


need of textiles for the military establishment which they did not 
maintain in times of normalcy. 


TRANSFERABILITY OF FUNDS 


Mr. Forp. According to the information submitted to the committee, 
on table B it indicates that under section 501 of the mutual security 
authorization bill for 1955, only 39.4 of your Korean funds could be 
transferred, and out of the United Nations Korean Reconstruction 
Agency only 2.2 could be transferred. That would alleviate some of 
the transferability that you had in fiscal 1954, would it not? That is 
all, Mr. Chairman. 

Dr. Moyer. I wonder if I might make one additional statement ? 

Mr. Certainly. 


NEED FOR FUNDS REQUESTED 


Dr. Moyer. We discussed the estimated unliquidated obligations at 
the end of 1954 and 1955. 1 feel I ought to make clear why we feel 
a reduction in the amount requested would really be serious. The 
estimated expenditure figure for 1955 is $130 million. What we would 
werry about primarily and first of all would be the inflationary situa- 
tion. ‘The estimated expenditure for 1954 is around $35 million. In 
the 1954 program we have around $100 million for commodities which 
are inflation-combating. In other words, a large part of the $35 mil- 
lion estimated expenditure will be for items included in the $100 mil- 
lion of inflation-combating commodities because they are shorter lead 
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items; therefore the amount of such items still in the pipeline has been 
somewhat reduced. 

* Wiccieswortn. Where is the $100 million you are talking 
about ¢ 

Dr. Moyer. The $200 million is divided roughly between invest- 
ment type procurement such as power and fertilizer, and the com- 
modities which are inflation-combating. 

Mr. Wieciesworrnu. That all appears on page 306, does it not? 

Dr. Moyer. Pages 305 and 306. If we do not keep the pipeline of 
inflation-combating commodities full, the present tendency for seri- 
ous inflation—and I would like to repeat that during the last quarter 
it notably increased—this tendency can be still further aggravated. 
Before long fewer commodities would begin arriving. In addition 
to that there would be a psychological effect. I know something about 
that because I was in China during the last days when the same thing 
happened. As prices rise people will put their money in commodities 
they can count on. That will tend to still further aggravate the trend 
toward inflation. With the present situation I feel it is of the utmost 
importance that we do not permit that to happen. We are inerested 
in the large Korean armed forces, This program is designed to give 
support to them. The amounts we are proposing I think we would 
consider the minimum necessary for that purpose. 

Mr. Taper. You mean by that that we have to put out a block of 
money, that we have no idea of what it is going to be spent for and 
that you do not have any idea of what it is going to be spent for, 2 
years in advance, so that you can operate. That does not make sense 
at all. 

Dr. Moyer. We do know, sir. 

Mr. Taser. It just means window dressing and that sort of thing. 
If we are going to operate the Government on window dressing, it is 
about time we found out. 

Dr. Moyer. We have our program laid out. It is not window 
dressing. 

Mr. Taner. How can it be anything else when you have money 
enough here to carry you through 1955 and $100 million besides? 
There is not a single one of these things that has a lead time over 3 
months that you are doing over there. 


OBLIGATIONS 


I want, as to this $280 million that you set up here as the program 
for 1954, a list and the date of the obligations out of that money, 
and I would like to have them brought up here at half past 1. 

Dr. Moyer. Can we do that? 

Mr. Murprry. We will make a hard try. Would monthly figures be 
sufficient, Mr. Chairman ? 

Mr. Taser. I would like to have it. 

Mr. Mureny. I think we can do that by 1: 30. 

Mr. Taser. I want the individual obligations. 

Mr. Murpuy. Well, sir, I could not possibly produce a figure like 
that by 1:30. That will require taking all the figures off the books 
since last August. 

Mr. Taser. When could you do it? 
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Mr. Murrny. I would hesitate to estimate it. If you want it badly, 
I will put people on it right away, but I do not know how long it will 
take to copy the books since last August, which is what that amounts 
to. I have figures for each month that I think I could produce by 
1:30, 

Mr. Taper. What sort of shape are the books in? What do they 
consist of ¢ 

Mr. Morrny. We have allotment accounts for the $200 million 
available from FOA and each authorization is recorded as an obliga- 
tion and many are recorded on a single day. 

Mr. Taser. What sort of shape are the books in? 

Mr. Morrnry. The books are in good shape, sir. 

Mr. Taper. Are they loose-leaf things or are they simply items in 
, file, “y what sort of shape are they in? What is their physical con- 

ition 

Mr. Mourrnuy. They are ledgers in which each individual transac- 
tion is recorded. 

Mr. Taser. How big are they? 

Mr. Murruy. About 10 by 14, I think. 

Mr. Taser. About how thick would this book be? 

Mr. Mourruy. This particular set of accounts would probably not 
run over 15 to 20 pages. 

Mr. Taser. Suppose you bring that up and let me look at it. 

Mr. Morrny. Ni right, sir, I shall be glad to. 


AFTERNOON SESSION 
HOUSING PROGRAM IN KOREA 


Mr. Taser. The committee will come to order. 

Mr. Anpersen. Mr. Hall, I noticed in Korea and Seoul that 
UNKRA was, in our opinion, doing a pretty good job with regard 
to the construction of small homes for the people. 

What progress are you making along that line? You might de- 
scribe to the committee the process of making the pressed brick which 
seemed to be quite revolutionary and very effective. 

This is a process designed to build the Korean style house, the local 
house, on a minimum scale and for a minimum price. It is done with 
a machine operated by hand labor, adaptable to common Korean 
labor. 

The native soil or clay is taken, and added to it is a minimum quan- 
tity of cement. The material is placed in the machine and by hand 
pressure, through the operation of the machine, there is made a large 
pressed block, something like we are familiar with on an entirely 
different scale in concrete block construction in this country. 

The cost of foreign or imported materials necessary to complete 
the Korean style house is only about $380—certain lumber for framing 
of windows, doors, and things of that kind. 

Then the houses are roofed with tile made again from Korean soil 
with a minimum amount of cement added. 

The Ministry of Social Affairs, which is the appropriate ministry 
of the Korean Government in overall charge of the project, has a 
program for 5,500 of these houses, 2,500 to be built in the Seoul area 
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and the others to be scattered where the area has the greatest require- 
ment for displaced people, or destroyed homes. 

Mr. AnverseNn. If my recollection is correct, you were putting up 
the houses for a total cost of $700. 

Mr. Hatu. That is correct. 

Mr. AnperRsEN. And capable of housing a small family. 

Mr. Hay. Under the Korean expansion plan, a rather large family. 

Mr. Taper. How big a house? 

Mr. Hatt. I have, sir, the detailed drawings. 

Mr. Taser. You would know whether they were 10 by 12 or 20 by 40, 
or whatever they were. 

Mr. ANpersEN. I would say 12 by 24, or something like that—two- 
fairly good-sized rooms and a little alcove. 

Mr. Taper. One story ? 

Mr. Hau. That is right. 

Mr. Taser. What kind of roof? 

Mr. Haut. The roof, sir, is built of tile, which is also made from the 
native clay or soil, p 

Mr. Taper. Baked ? 

Mr. Baked; yes. 

Mr. AnpersEN. The reason that I brought this up is because my 
subcommittee, in seeing this particular item, came to the conclusion 
that it was about as good a project as we have seen anywhere through- 
out the world along that particular line. We were very much inter- 
ested in it. I personally have jumped on UNKRA for doing certain 
things. I would like to give them credit where I think they are 
doing a good job. I am calling this to the attention of the subcom- 
mittee. In that particular field I think you are doing a good job. 

Mr. Taser. What kind of floors do you have? 

Mr. Hay. We have two types. In the rural areas they follow the 
rural practice of just the soil floor. The small kitchen and one win 
of the house has ducts leading from the kitchen fire under the aol 
floor which is their method of radiant heating. In the more urban- 
type homes the living room has a wooden floor. ' 

Mr. Taser. Is there quite a lot of timber in Korea ? 

Mr. Haut. There is a great scarcity of timber. 

Mr. Forp. As a matter of fact, last year when we were there they 
said that the depletion of available timber was one of the most serious 
problems they were faced with at that time. 

Mr. Hatt. One of UNKRA’s projects is replanting. I believe they 
have already planted up in the several millions of forest seedlings to 
try to restore the forests that were a, cut and denuded. 

Mr. ANpeRsEN. I want to bring up another point. 


CONSIDERATION GIVEN AMERICAN INDUSTRY IN PROCUREMENT FIELD 


We have before us evidence as to the total amount of contributions 
by the United Kingdom to UNKRA. Now, as I was looking over the 
housing project, it was told to me that the small presses, for example, 
which were furnished there for pressing the brick, were furnished by 
South Africa. 

Mr. Haut. That is right. 

Mr. Anpersen. And the United Kingdom thereupon took credit 
financially for that as being a part of their contribution. 
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Mr. Taser. They kind of hunched a little. 

Mr. Anpersen. I have a great admiration for the British. They 
do take care of their Commonwealth people in having their own 
materials shipped in to be construed as a part of their particular con- 
tribution to this work. We, generally speaking, put up the cash. 
The British know how to take care of their own people. I found that 
to beso in India. When specifications were made with regard to pipe 
for which we are paying, as well as most of the deep-well equipment— 
the specifications were such that American bidders had no opportunity 
to bid upon it. Jast why should we not look after our own country’s 
interests in the letting of these contracts is a big question mark with 
me. I think things like that should be aired. 

Mr. Hatt. Could I develop that with one more sentence to see if our 
understanding is the same on that? According to my information, 
there was no furnishing of these machines in kind in lieu of a British 
contribution. The British contributions have all been made into the 
Bank of Westminster in London to the account of UNKRA in pounds 
sterling. I have no doubt it was pounds sterling that was spent in 
South Africa, which is a country in the sterling area, for the purchase 
of these machines. 

Mr. Anversen. It adds up to about the same thing in the final 
analysis. 

Mr. Hatx. Yes. I want to be perfectly clear and frank with the 
committee, that is true of the contributions from all of the govern- 
ments to UNKRA with the exception of the United States dollars 
analy Canadian dollars, which are spendable freely throughout the 
world. 

Mr. Anversen. That is exactly the point that I am bringing out. 


It seems that some of our officials here in the United States begrudge 
benefits that might accrue to our own people in the expenditure of this 
money. That is an impression that I get. There is not a real effort 
to protect the interests of the manufacturers and the people of 
America when these contributions were made and huge purchases 
made as a result. 


PROCUREMENT OF RAILROAD EQUIPMENT 


Mr. Taser. There is pending at the present time the question of 
whether or not there shall be let in Germany contracts for the con- 
struction of 6 or 8 big locomotives. Would that be out of this setup? 

Mr. Mourruy. We are purchasing some railroad equipment for 
India from the special economic assistance money which was appro- 
priated for India and Pakistan the last fiscal year. The invitations 
to bid on them have been issued by our own General Services Ad- 
ministration here in Washington on a worldwide basis, and American 
manufacturers, as well as other nationality manufacturers, are being 
invited to bid on those locomotives. There has been no award. 

Mr. Taper. This would be the start of a new project. It would 
hardly be within the terms of the continuing resolution, and you had 
better watch that as you get to it. 

Mr. Murpny. It does not involve the use of any funds made avail- 
able under the continuing resolution, Mr. Chairman. The General 
Services Administration is proceeding with this transaction. 
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Mr. Taper. There are no funds available except through the con- 
tinuing resolution. 

Mr. Murpny. For new obligations that is correct, but these funds 
were obligated many months ago. 

Mr. Taser. How could they be obligated when you are advertising 
for bids? That is something beyond me. 

Mr. Morrny. Perhaps I can explain it, Mr. Chairman. Ever since 
the Marshall plan began, and the United States Government started 
extending aid on a large scale to other countries of the world, the 
device which has been used to extend that aid has been in the form of 
procurement authorizations by which the United States Government 
authorized other nations to procure against the account of the United 

‘States Government—goods, services, or whatever they may be. 

The Comptroller General was requested to give a ruling on this 
matter, and in 1949 he ruled that upon the issuance of such authoriza- 
tion the United States Government was obligated. 

The instant case is a case involving a procurement authorization 
issued to India some months ago, and the detailed contract is to be 
consummated under that procurement authoriaztion, so it does not 
involve the use of any money made available under the continuing 
resolution. In most of these instances, procurement is undertaken by 
the countries themselves. 

Mr. Taser. Do you mean in this case the procurement is being 
undertaken by India? 

Mr. Mvreny. In this particular case, no, Mr. Chairman, the pro- 
curement is undertaken by an agency of the United States Govern- 
ment at the request of India, and that particular question, the ques- 
tion of the legitimacy or the validity of the obligations of the United 
States under those circumstances was raised with the Comptroller 
General and in his letter of January 13, 1949, in decision B-82346, the 
Comptroller General ruled that the mere fact that a United States 
Government agency happened to be the procuring agency did not de- 
tract from the nature of the obligation of the United States Govern- 
ment to the recipient country involved. 

I would be glad to make available to the committee a copy of that 
decision which T happen to have with me. 

Mr. Taper. I think that you had better leave that with the clerk. 


CONSIDERATION GIVEN AMERICAN INDUSTRY IN PROCUREMENT FIELD 


Mr. Anpersen. If you will excuse me a second, this is somewhat 
along the line of that coal matter that I spoke of the other day. You 
are making arrangements to buy a lot of coal from somewhere to ship 
into Korea or Japan, and I do not see why we should not give con- 
sideration to our own people, to our own coalfields where they are in 
dire straits. Now, if 1 million tons of coal, or $1 million of coal is 
going in Korea or Japan at the expense of the American taxpayers, 
why should not that coal come from the coalfields of America, which 
today are in dire straits? 

Mr. Murpuy. I would like to comment on that, if I may, Mr. 
Andersen. 

Governor Stassen has actually taken the lead, within the executive 
branch, to try to bring about some solution to this very problem of 


which you speak. I am not familiar in detail with the whole trans- 
action to which you refer, but I am very much interested in and fa- 
miliar with the overall policy considerations involved. 

The executive branch is rapidly arriving at a decision on this matter 
which I think will form the basis for policy for many, many months 
to come. We are faced with this dilemma—we approach the Con- 
gress each year and we ask for authorization and appropriation of 
tunds to carry out a foreign-aid program. On the one hand, we want 
to get as much for the dollars appropriated as we possibly can. On 
the other hand, we cannot help but be cognizant of the fact that United 
States industry is in distress m certain areas of the country. 

Now, what we are trying to arrive at is a policy which will recog- 
nize both of the desirable goals: (1) To get as much for our money 
as we can, and (2) wherever possible, to place contracts in the dis- 
tressed areas of employment so that the maximum possible benefit of 
the aid dollars will accrue to United States private industry in the 
form of relief from unemployment, or whatever other situation it 
might be. 

fr. ANDERSEN. In years gone by it seems to me Congress has stated 
as our policy that if necessary the agencies of the Government can 
spend up to 25 percent more to buy America. Is there not some such 
policy basically in our law? 

Mr, Murruy. Not that I know of. There is, of course, the Buy 
American Act, which is the basic part of our law at the moment. 

Mr. Taner. That is the provision. 

Mr. Morpny. But the acts under which we are operating specifi- 
cally authorized procurement from any source, and we do face this 
problem continually of what do we pay, and what is the excess we 
might have to pay to meet this condition of which you speak. 

Mr. Wiceiesworrn. You have told us overall that there is $5,400,000 
requested for military assistance and that is all for training. Then we 
get to UNKRA, which you anticipate will get $13,700,000 from other 
nations and $22 million from us, or a total of $35,700,000. Then on 
top of that there is the defense support item of $230 million. 


DIVISION OF RESPONSIBILITY BETWEEN DEFENSE SUPPORT AND 
UNKRA PROGRAMS 


To what extent is the CRIK operation continued within that 
$230 million? 

Mr. Moureny. General Marquat probably has the exact figure. It 
is just above the $20 million mark. 

General Marquart. The CRIK portion of the 1955 budget is 
$26,950,000. 

Mr. Wieereswortn. Is that new money ? 

General Marquart. It is part of $230 million. 

Mr. Wicetrsworru. All new money ? 

General Marquart. Yes. 

Mr. Wicetesworru. What is the dividing line between the work 
under the $230 million and the work under UNKRA? 

General Marquart. The civil relief in Korea activities, previously 
conducted with military funds, are to service a special segment of the 
population which does not have means of support for itself, and for 
which the Korean Government assumes no responsibility. It is esti- 
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mated to consist of some 2,035,000 displaced persons divided as. fol- 
lows : 85,000 institutional inmates, 500,000 other destitute persons out- 
side institutions who qualify for relief under Korean law, 750,000 
refugees and residual war survivors, and 700,000 other refugees and 
residual war survivors in the process of resettlement and assimilation. 

These wm as I mentioned, were displaced South Koreans and 
refugees from North Korea. : 

The chief difference is that a large portion of the supplies furnished 
under these funds must be given away. There is a portion of this 
population which is — self-supporting ; some relief supplies are 
sold to absorb excess spending power wherever possible. 

Mr. Wiccieswortn. Is not UNKRA doing that same type of relief 
work ? 

Mr. Hau. No, sir. Last ae with the appointment of the Eco- 
nomic Coordinator, Mr. Tighe Wood, meetings were had between Mr. 
Wood and the Agent General of UNKRA, and careful plans were laid 
which have been carefully followed to divide and separate so that there 
could be no overlapping or duplication. 

General Marquat was present and participated in those discussions. 

UNKRA, therefore, is confining itself to the rehabilitation-type 
programs as distinguished from the relief that Generat Marquat has 
just described. 

UNKRA is building a cement plant, rehabilitating the cotton mills, 
rehabilitating the wire plants. 
wane Wiceieswortu. Are we not doing that same type work under 

Mr. Hatz. The comparison between the programs shows—and I 
would ask FOA to check me—by agreement, as mentioned earlier this 
morning, the fertilizer plant was taken out of the original UNKRA 
concept because there were not UNKRA funds available, and it was 
assumed by FOA. The amount involved was so large. But FOA is 
not in these fields of industrial construction which I have described. 

Mr. Wiceieswortn. In other words, the less rehabilitation work is 
done by UNKRA, the more FOA has to do; is that not correct? | 

Mr. Haut. If you assume the overall job, it has to be done by some- 
one, yes. 

Mr. Wiccieswortu. So, to the extent that other nations fail to con- 
tribute to UNKRA, which pulls down our country’s contributions 
somewhat to UNKRA, the FOA has to do more of the overall job. 

Mr. Hatt. Yes. 

Mr. Anpversen. I did see evidence of very good coordination over 
there on the part of UNKRA and the Army and FOA in trying to 
prevent duplication. 

Mr. Forp. General Marquat, I am not quite clear about who is going 
to administer the $26 million of the $230 million for CRIK in 1955. 

General Marquart. Mr. Ford, the responsibility for the adminis- 
tration of those funds will be placed with the Army. The concept is 
that this is emergency relief to prevent disease and unrest. It is 
assumed that the area within which this particular disease and unrest 
is most likely to be generated is in this nonself-supporting and in- 
digent section of the population. 

at is why the mn retains this particular authority. There- 
fore, by arrangement with FOA and as a matter of military policy 
the Army retains this responsibility. 
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I think if you would ask what particular load of food goes to any 
single population group and what particular load goes elsewhere, it 
would be impossible to identify individual shiploads. The total re- 
. quirement is met by the composite input of the CRIK items, UNKRA 
items in its field, and FOA supplies in its field. 

mor Forp. What was a comparable figure to the $26 million in fiscal 
1954 

General Marquart. That was the $80.6 million program previously 
discussed. In 1954 it contained some items of reconstruction because 
FOA had not begun to operate its programs in the early period of 
1954. Among such special equipment was communications supplies, 
some industrial repair equipment, and some transportation equipment. 
Those particular categories now have been turned over to FOA, be- 
cause they come more in the area of industrial rehabilitation, rather 
than under the prevention of disease and unrest category. 


STATUS OF FUNDS AVAILABLE FOR CIVILIAN RELIEF IN KOREA 


Mr. Forp. Could you subtract those special items and supply for the 
record the exact comparable relief figure for 1954? 

General Marquart. Yes, sir; we can do that. We can provide you 
with a list by categories of the entire $80 million in the 1954 appropria- 
tion, the pipeline from 1954 into 1955 and then the items which are 
contemplated for 1955. 

Mr. Forn. Will you supply that for the record ? 

General Marquart. Yes, sir. 

(The information requested is as follows :) 


Stctus of funds available for civilian relief in Korea, period June 25, 1950, to June 


80, 1954 
Funds made 
available Obligated Carryover 
Fisce! year 1951: 
Ecoromic Cooveratinn $21,050, 184 
Civilian relief in Korea (Public Law 
Fiscal year 1952: 
Civitian relief in Korea (Public Law 179) | 
151, 925,092 | 149, 370, 348 2, 554, 744 


Fiseal year 1953: 


Civilian relief in Korea (Public Law 431)- 
Transferred to 


is adcitiuitdctbadetiinncnembebethnthiswettasatoubpese 149, 745, 695 127, 108, 945 22, 636, 750 
Fiseal year 1954: 
Civilian relief in Korea (Publie Law 58, 000, 000 819) 
80, 642,000 | 68, 610, 578 1 12, 031, 422 
1 Estimated. 


Fiscal year 1954 cerryover in srrovrt $12,071,422 is to accompanying sheet “ Civilian 


relief in Korea, fiscal year 1954 with estimates for fiscal year } 
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Cimilian relief in Korea—Fiscal year 1954 with estimates for fiscal year 1955 


| Fiscal vear 
Fiscal year Fiscal year 1955 pipe- Fiscal vear 
1954 «1954 line from 1955 
program carryover | fiscal year estimate 
1954 funds 


Commodity category 


. Agriculture and natural resources. _... $726, 515 | 
Pesticides 726, 515 | 


. Health and sanitation 475, 367 | 
Hospital rehabilitation 


. Transportation, communications, power, 
and public works. 


2, 229, 725 | 


Communications equipment 
‘Transportation equipment 
Waterworks. 


. Industry and mining 
. Public administration 


. General and community development 


12, 254, 226 
226, 601 


Medical supplies - 
Resettlement 

Solid fuels 
Transportation supplies 
Technicians 0 
15, 000, 000 |_ 


~ 30, 710, 589 


Chemicals 

Raw cotton 

Cement 

Vehicle spare parts 5 
Petroleum, oil, and lubricants __- 
Fertilizer 

Insecticides and pesticides 

Miscellaneous excess and surplus 


rain. 
Medical s 


1c over includes: 
(a) Transportation for items obligated, but not shipped, prior to June 30, 1954, $4,457,000. 
(6) AFAK transportation unobligated in fiscal year 1954, $2,135,000. 
(c) Unobligated items in fiscal year 1955 pipeline, $1,826,441. 
(d) Unfilled requirements from fiscal year 1954 program, $3,612,981. 


Mr. Forp. Out of this $280,256,000, how much of that will generate 

local currencies? 

Mr. Murpny. $199.5 million roughly. In other words the CRIK 
rogram, as I understand it, does not generate local currencies at all. 
t is a disease and unrest program. The $200 million program does 

generate local currencies except for about $400,000 which was used for 
general administrative expenses. 

Mr. Forpv. How much out of the $230 million for 1955 ? 

Mr. Mureny. About $204 million; in other words, the difference 

between $230 million and $26 million of which the general spoke. 

General Marquart. There is small portion of the imports sold, as I 

mentioned before, to certain people who have some money. This in- 
come goes into the CRIK collection from which the account. costs of 
administering the CRIK program have been paid. That procedure, 


I 0 | 

IV 

Clothing 1. 373. 007 | 1, 000, 000 

1, 697, 390 2, 700, 000 

676, 497 3, 100. 000 

bdo<Shanys- 62, 000 1, 100, 000 

300, 000 300, 000 

0 | 750.000 

eae 0 5, 000, 000 

VIII. Maintenance of essential supply _ 0 

80, 642, 000 | 12,081, 422 | 15, 216, 714 26, 950,000 


I believe, is continuing at the present time but ultimately all ad- 
ministrative expenses will be taken out of the FOA program admin- 
istration allowances. 


STATUS OF LOCAL CURRENCY COUNTERPART FUND ACCOUNTS 


Mr. Forp. What is the status of your counterpart funds at the 
present time ? 

General Marquart. Which one? 

Mr. Forp. Any and all. 

Mr. Murrny. I do not have the information on that with me. I 
would be glad to get a report on that as of a recent date and insert it in 
the record, or provide it to you directly. 

Mr. Forp. I wish you would insert it in the record, and also provide 
the members of the committee with a copy of it. 

Mr. Mvureny. I will be glad to do that. 

(The information requested is as follows :) 
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Status of local currency counterpart fund accounts, as of Mar. 31, 1954 
[Dollar equivalents of the local currencies in millions of dollars} 


Funds for use by recipient 
Addi- country 
tional 
ane 
and/or vail- 
transfers | able for 
out? country drawal 
use 


405.4 | 11, 349.4 


aie 


Relgium-Luxembourg 
enmark 


323) 


33 


= 
2S, = 


RS 

= 
Ww 


g 


wil 
| @2n> 
~ 
= 
Bo 28 


= 


ninnoown: 


China (Formosa) *® 
Indociina, Associated Sta 
Korea 

Philipines 

Thailand 


Se 


~ 


6.1 
81.8 

32.8 

9.6 

221 146. 5 
36.4 

06.7 

11 

2.3 


' Acj sted Collar equvivaler ts of Ceposits. Reflects s* ifts in Collar equivalent value of counterpart funds 
between t' ¢ tire Of “eposit and tire of wit*rawal. 

2 A’: itioral Ceposits inclu ‘e: (1) t' ose portions of counterpart fun’s Ceposited uncer Public Laws 84 
and 389 w ic were urercur tered at t ¢ time ECA assumed resporsilility for approvirg utilization; and 
(2) repavrrer ts cf loan principal ance ir terest. 

3 Exclv'es GARIOA accornt from wich te equivalert of $416.3 million was disbursed as of Mar. 31, 
1954, leavir g a Valance on band eqvivaler t to $40.2 illion, 

‘4 Inchides t ee wivaler t of $149.8 r illion trarserre’. to the GARIOA counterpart account in Germany 
and t*e eqrivalert of $0.3 rillicn repavtrert of interest. 

5 Trans‘erred to Indoresia srecial t. 

6 Exel es In oresia for which Mar. 31, 1954, data are not available. 

? Data as of Apr. 30, 1954. 

§ Deposits cf rew Taiwan Collars orlv. Deposit figure includes interest received and loan repayments. 
Exclu: es ‘eposits eq! ivaler t to $165,000 ger eratec. by Collar aia un: er t’ e basic materials program. 

* No travs er to U).ited States account made as of Mar, 31, 1954; $9.7 million is thus an overstatement of 
arrour t availale for co try use. 

Data for incl local ¢ irrency provee’s from sales of foreign exc*ange. 

" Excluces co mterpart to be ger erated un er Public Law 77, 83. Cong. 


sh_wn are sums cf unrounded figures, may vary s‘ightly from totals of rounded 
amounts. 


Mr. Wiccieswortu. What are the obligations of the member nations 
of UNKRA? Is there any specific sum which a member is supposed 
to contr. bute each year, or how is that amount arrived at? You said 
you expected $39 million a few months ago from nations other than 
the United States and now you expect $13.7 million. What is the 
explanation of that? 

{r. Harty. The earlier figure which you mentioned, the estimate of 
$39 million, was based upon a solicitation campaign then being con- 


Trans- 
for 
States 
use | 
| 37.6 114.2 820. 4 | 
France...... 148.6 398.9 3, 089. 5 | 
Germany (Federal Republic) 66.6 }4—149.5 1,137.7 
67.9 173.0} 1,361.1 ; 
7.0 
Near East, Africa and South Asia, total __. 123.7 
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ducted through the United Nations Negotiating Committee for extra 
budgetary funds. The campaign did not produce the results which 
were anticipated. In the $13 million figure which you last mentioned, 
the major part of that is confined solely to balances on existing pledges 
already made so as to reduce the estimate as closely to the bare bone 
as seems possible. 

Mr. Wicetesworru. In other words, there is no annual obligation 
on any member to contribute to UNKRA ? 

Mr. Hau. No, sir. These are voluntary contributions made in 
solicitation campaigns. 


UNOBLIGATED BALANCES 


Mr. Passman. Mr. Chairman, I do not want to be repetitious, but I 
missed some of the hearings through no fault of my own; but as a 
member of the loyal opposition and having planned to support this 
bill in reverse on the floor of the House, I mandy if it would be possible 
to ascertain the amount of unobligated funds for the entire program 
as of June 30, 1954. 

Mr. Taser. The only thing that we have that has any stability at 
all is a statement from the armed services which indicates, on page 3, 
that the unobligated figure as of May 31 on the military items was 
$3,224,800,000. We have that broken down and it will be in the 
hearings as between Europe, the Near East, Far East, and Latin 
America. 

There is an estimate that, frankly, I question, on the part of the 
a that $600 million would be obligated in June out of the $3,224 
million. 

As to the other figures, we have not anything definite and we have 
not been able to get the figures by individual countries at all except 
in a very general way. As I have said before during the hearings, 
the testimony is not satisfactory nor does it give us a good basis for 
action. 

Mr. Passman. Last year you had a rather comprehensive report 
and you had a recap showing the total amount obligated, and the 
total amount unobligated, and I think it was a very fine report. Do 
you have a similar report this year showing the complete totals the 
same as you did last year? 

Mr. Murruy. We have inserted in book I, “Summary budget state- 
ments,” at page 10 giving our estimates of the unobligated funds that 
will be available June 30, 1954, in each one, and showing a total of 
military of $2,539,400,00. In addition to that, we know we will have 
$23.4 million unobligated in the Palestine refugee account and another 
$18.5 million unobligated of United Nations Korea rehabilitation 
cost. That gives a total of $2,580 million roughly. There will be 
some few funds here and there in the vast multitude of accounts cov- 
ering the program; but because this is only the 13th of July and we 
do not have the June 30 final reports in, we cannot predict with any 
accuracy what they will be. I will venture the guess that in the total 
—— they will be less than $5 million worldwide. That is a very 

iberal estimate, I believe. ; 

Mr. PassmMan. Of course you also show the unexpended balance and 
the amount obligated. Will it be as complete as it was last year? I 

49755—54 15 
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thought you had a rather complete and comprehensive report, and 
about as complete a report on this program as I have ever seen. 
Mr. Taper. Frankly, I have seen nothing that satisfies me at all. 


SHIPMENT IN U. 8S, VESSELS 


Mr. Passman. I do not know whether this would be the place to 
discuss this matter but this is a statement from the Mathieson Chemi- 
cal Corp. which says— 

A serious situation has existed for some time in FOA fertilizer procurement for 
overseas use, which has become critical in recent months. In bidding for fer- 
tilizer contracts with United States Government agencies, foreign producers are 
less interested in selling fertilizer than in buying dollars. Under these circum- 
stances, the price that is bid is of secondary importance to obtaining the award. 

While there are statutes on the law books requiring that 50 percent of United 
States purchases be carried overseas in United States bottoms and these laws are 
recognized in bid invitations, the Government, even when it calls for bids on an 
FAS basis, evaluates the bids on the basis of landed cost at destination. The 
result is that the bids of American producers are evaluated on the basis of the 
higher cost of United States bottoms, and thus lose out to foreign bids even when 
our domestically produced material is equal or lower on an FOB or FAS price. 
The protection that Congress intended for the United States merchant marine is, 
therefore, wholly nullified, since not only are the bids lost to United States pro- 
ducers, but the transportation is lost to United States bottoms as well. The 
United States merchant marine not only does not obtain 50 percent of the busi- 
ness, but frequently none at all. 

Figures furnished by the Department of Commerce show that United States- 
produced fertilizer has supplied less than 14 percent of the total United States 
purchases for foreign-aid programs in the years 1951, 1952, and 1953. Further, 
the percentage of purchases supplied by United States-produced fertilizer has 
dropped from over 31 percent in 1951 to less than 8 percent in 1953. 

What is the explanation for that apparent discrimination ? 

Mr. Morrny. It is the problem we were discussing a little while ago 
when I replied to Mr. Anderson on the question of the dilemma we face 
of whether we get the most for each aid dollar that we spend, or do we 
spend it in the places where it will most benefit United States industry. 

am sure you will recognize that is a real dilemma and there is no 
simple answer to it. It is something I think can be decided only on 
a case-by-case basis and the subject which that letter deals with is a 
subject that is very much on the agenda of FOA policy problems at the 
moment ; because we do recognize the peculiar problem in this area of 
fertilizer purchases. 

Mr. Passman. I should think it would be apparent that the manu- 
facturers in that case at least are being discriminated against when 
fertilizer sales for overseas delivery drop from 31 percent in 1951 to 
less than 8 percent in 1953, and it would not appear, therefore, that 
you are favoring American industry. 

Mr. Murrny. No, sir. And I would not make any claim whatever 
that we are favoring American industry. I am merely stating this 
problem is a very serious problem and we are working very hard on it. 

Mr. Taper. Well why don’t you change your method of operations 
so as to allocate to these foreign shippers the same percentage of 
American bottoms that are allocated to the whole picture and let them 
ship one-half of their stuff in American bottoms in accordance with 
the requirements, instead of letting them run wild? 

Mr. Murrny. I am not a lawyer, so I am not sure—— 
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Mr. Taner. You do not have to be to get that far. 

Mr. Murrpny. I think the requirement to ship 50 percent in United 
States bottoms is a requirement on shipments from the United States. 
I do not think it has anything to do with shipments other than from 
United States ports. 

Mr. Rooney. I disagree completely with that. I understood that 
wherever you could use American ships you were to use them to trans- 
port at least 50 percent of all the cargoes involved in this whole 

Mr. Murrny. I think as a practical result that is the case. In other 
words, I think the record will show that we are shipping more than 
50 percent of all goods moved in United States bottoms. 

Mr. Rooney. Please insert in this record the figures in regard to 
shipments in United States and foreign vessels. 

Mr. Morruy. I would be glad to report the most recent figures show- 
ing what the total shipments have been and how they were distributed 
between United States-flag vessels and foreign-flag vessels. 

(The information requested is as follows :) 


United States vessel participation in FOA-financed shipments from the United States, 
fiscal year 1953 ' 


| 


Type of cargo 


Europe, overseas territories, and 
Far East 


Long tons recorded Unies 


1, 963, 000 51 
2, 375, 000 
Tanker. 


55 


! Based on dates of lifting recorded on paid vouchers and movement reports received from United States 
Government agencies through November 1953. 


Nore.— Excludes data on shipments for Latin America, and Near East, Africa, and South Asia under the 
Technical Cooperation Administration. 


PURCHASE OF FERTILIZER 


Mr. Taper. And you might just as well put in the story about the 
fertilizer shipments and how they have been handed, too; because you 
ought not to be discriminating against the American fertilizer indus- 
try by making them take all of the 50 percent of the overall fertilizer 
job in American bottoms and let the others go altogether in foreign 

ttoms and have the advantage of that low price. You see, that 
would not be a fair way of doing it. 

Mr. Forp. Are the prices quoted on fertilizer by American pro- 
ducers more reasonable than the prices quoted on comparable products 
by foreign concerns ? 

Mr. Murpny. I hesitate to answer that, because I really do not 
know. My impression however is that the answer is yes, but I could 
not say positively. But if it was not “yes,” I do not know what the 
fuss would be about. In other words, I do not think they would be 
complaining. I think the fact is they bid lower prices for fertilizer, 
but by the time they add the freight cost to destination and the award 
is made on the landed cost basis, the differential in freight rates neces- 
sitates that the American supplier has to go to a higher cost in total 


| = 

| 

8 
1 
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than the foreign supplier, and the result is that the award goes to the 
foreign supplier. 

Mr. Forv. Could you supply for the record a list of the most recent 
contracts which will show the cost for American-produced fertilizer 
and the cost for fertilizer which is purchased abroad, leaving aside the 
cost of shipment in either case? 

Mr. Murrpuy. I would certainly attempt to do so. It is just possible 
that the bids may have been called for on a landed-cost basis without 
showing the breakdown, But if they show the breakdown, I will pick 
several recent instances and put that information in the record. 

Mr. Passman. I think Mr. Ford has put his finger on the problem 
and the shipping cost is why we are no longer competitive. 

(The following information was 
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Mr. PassMAn. You mentioned a moment ago that the top officials 
are studying this situation. Are you going to be able to give us an 
immediate report as to what disposition you are going to make of 
this problem ? 

Mr. Morrpny. I do not think so. This question in the final analysis 
will have to be decided by Governor Stassen himself, and you have 
probably read in the papers that he is in Europe now; but only in 
the last few days a piece of paper passed over my desk bearing on this 
particular problem which was developed to get a decision of just 
what we are going to do in this type of situation. So I imagine it 
will be some several days before we really know. 

Mr. PassMAN. Do you think you will be able to get it before we com- 
plete the hearing, because I know there are going to be many ques- 
tions asked about the fertilizer program on the floor of the House and 
I imagine they will expect us to be in a position to answer them. 

Mr. Murrny. I will certainly try to do it. 


OBLIGATIONS AND EXPENDITURES 


Mr. Wiccieswortn. In line with Mr. Passman’s question, the chair- 
man has pointed out that you have given us a table as far as the mili- 
tary assistance program is concerned which shows by principal cate- 
gories and by area, the total availability, the total obligations, and 
the total unobligated balances for the fiscal year 1954. That is for 
Europe, the Near East, Far East, and Latin America. Cannot you 
supply ~ similar table for the other programs involved in this overall 

uest 
r. Mureny. Thave. It ison page 40 of book I. It shows as to each 
individual appropriation what the availability for obligation was in 
1954 and the actual obligations against new accounts through April 
30, 1954, and what the estimated obligations for May and June would 
be, and what the total estimated obligations would be for fiscal 1954 
and what the unobligated balance would be on June 30, 1954. 

As I indicated to Mr. Passman a little while ago, there are only two 
accounts in which we expect there will be any amount of money or a 
substantial amount of money at all, that is, the Palestine refugee ac- 
count where the amount of money is actually known to be $23.1 million, 
and the UNKRA account where the balance is actually known to be 
$18.5 million. 

Mr. ANversen. As of what date are those figures? 

Mr. Murpny. That is the estimated unobligated balances on June 30, 
1954, and by appropriation accounts for 1954. 

Mr. ANpeRSEN. You have those all brought up to June 30, have you? 

Mr. Mourpny. Yes, sir. We have actual data through April 30 
and have estimates for May and June. 

Mr. ANpersen. Why are you not able to give the actual figures 
later than April? 

Mr. Mourpuy. I have another table not in the book, just completed 
yesterday, giving the actual data through May 31 and an estimate 
for June. But this was prepared only on the 12th of July, so it could 
not have been put in the book. 

Mr. Anpersen. Are not you able to have later actual figures than 
45 days back ? 
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Mr. Morrny. Well, sir, we report at the end of each month. June 
30 was 13 days ago and we have 55 missions all over the world and 
we have to get reports from them as to what they did in June, and it 
is a physical impossibility to collect all of that data much before the 
20th of the month. We will have the actual June 30 unobligated 
balances probably by the end of another week, but we do not have 
them as of the moment. 

Mr. WiacLeswortu. I may be wrong, but the figure you just called 
our attention to at page 39 of book 1 does not seem to jibe as to the 
military assistance program with the figures you gave us in this table 
separately, 

r. Murruy. The reason for that is that the figure in the book 
for military assistance was the figure on May 31, 1954; while the 
figures shown on page 39 are as of April 30, 1954. In addition, this 
military assistance figure included $81.5 million of local currency 
which will be made available to the military as a result of sales of 
surplus agricultural commodities under section 550 of our act. 

Mr. Passman. Are you also going to furnish for the record the 
amount unexpended within those obligated funds for as late a date 
as you can give us? You are through April now and you have some 
information through May. 

Mr. Taser. I want you to put the table you have just been talking 
about of May 31 into the record. 

Mr. Mourpny. I will be glad to do that. 

(The following information was supplied :) 
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OBLIGATIONS 


Mr. Murriy. The table I have here is four columns. The first. is 
the actual July 1, 1953, through April 30, 1954, and corresponds to 
the similar table in the book. The next column is the aoten} obliga- 
tions for the month of May; the third column is the estimated obli- 
gations for the month of June, and the last column is the total esti- 
mated obligations for fiscal year 1954. 

Mr. Taser. Is that by category ¢ 

Mr. Morpny. This is for each individual appropriation under 
which we operated in fiscal 1954. 

Mr. Taner. Would that show, for instance, what you had obligated 
in the Korea picture ? 

Mr. Mourpny. Yes, sir; there is a special account for Korea in here 
showing the actual obligations through April 30 as $104.4 million. 
The May obligations total $12.4 million and the estimated obligations 
~ the mn of June are $83.2 million, or a grand total of $200 
million, 

Mr. Taser. Did you get exactly $200 million? 

Mr. Mourpuy. No, sir. I was just going to say that this illustrates 
the fact when we, as I said before in this hearing, say that so much 
funds will be obligated in a particular account, we do not mean that 
literally right down to the fast dollar; we mean they will be sub- 
stantially obligated. And when we find in the Korean account that 
we ended up with $329,000 out of $200 million unobligated, we con- 
sider we have obligated substantially all the funds. There will be 
what we consider to be negligible balances in the most of these ac- 
counts through sheer inability to obligate right down to the last penny 
in a worldwide program such as this is; but they will not in the ag- 
gregate be worth mentioning in a relative sense. 

Mr. Taner. I do not know whether the table for the military pic- 
ture to May 31 is in the record, or not. I think it was put in the 
record yesterday, but maybe not. 

Mr. Wiceteswortn. You ought to have a fifth column showing 
unobligated balances, should you not ? 

Mr. Murrny. I would be glad to add one and put the revised table 
in the record. 

Mr. Forp. Can we have that for expenditures, as well ? 

Mr. Morrny. I can certainly give you the actual expenditures 
through May 31 by appropriation account, and the estimate for June. 

Mr. Forp. I think that would helpful. 

Mr. Morpny. I will make one up. 

hea Taper. Will that cover both categories—military and the 
other 

Mr. Murrny. Yes, sir, the entire program. 

(The following information was supplied :) 
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Mr. Taper. If there are no further questions, we will take up the 
next operation. 


Tuespay, 13, 1954. 
Evurore 


WITNESSES 


ROGER ERNST, ASSISTANT FOR PLANS AND COORDINATION, 
EUROPEAN DIVISION, OFFICE OF FOREIGN MILITARY ASSIST- 
ANCE, OFFICE OF THE SECRETARY OF DEFENSE, DEPARTMENT 
OF DEFENSE 

COL. CHARLES R. HEFFNER, CHIEF, EVALUATION DIVISION, AS- 
SISTANT FOR MUTUAL SECURITY, DEPARTMENT OF THE AIR 
FORCE 


Mr. Taser. We have a request for $26 million of new money for 
Belgium and you had available in 1954 $66.7 million. How much did 
you actually ship? 

(Statement off the record.) 

Mr. Taser. That was out of a total availability of $1,082 million. 

General Srewarr. The actual value for materiel is $———. 

Mr. Taper. That is the shipments, or the total ? 

General Srewarrt. That is the total value of the materiel pro- 
gramed, as shown on page 48 in your book. 

Mr. Taser. What is the $1,082 million? How is that made up 
and what is the difference? 

General Stewart. The volume of the total program on page 48 is 
$———.._ Of that the materiel is $#———, of which $————- is deliver- 
able; that is, it is something we can ship. The other is packing, 
handling, crating, and things like that that go into the materiel. 

Then we have training 

So the figures I will quote you in each country will be equipment 
and supplies, ounenneeiiine to the first figure in parentheses. 

Mr. Taser. Now you have this training business and you have to 
add that in to get the balance that is left. 

(Discussion off the record.) 

Mr. Taner. Then you have pretty near enough money left to carry 
you for 1 more year? 

General Srewarr. Yes, sir. 

Mr. Taser. Practically all of these things are either out of stock 
or of short lead time; are they not? 

General Stewart. Yes, sir; the most of them are. 

Mr. Taser. What is there that might be anything else? 

General Srewarr. I have one exception in the Navy program for 
1955 on page 49. 

Mr. Taser. And that is about all there is that is not either 
stock—— 

General Stewart. There is some artillery ammunition. 

Mr. Taner. Well that would not be long lead time; would it? 

General Stewart. It takes us a little time after we order it; yes, 
sir. 
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Mr. Taser. Three or four months; not over six months. 

General Stewart. It usually takes us a little longer than that after 
we start to order it to get it. 

In order to deal with these figures properly, I have quoted you 
deliveries out of funds chargeable to the appropriation. You will 
recall I made an explanation that in addition thereto there were some 
shipments made from excess stocks. 

Mr. Taser. Yes. You show that on page 48. 

General Srewarr. Yes, sir. I just want to call your attention to the 
fact that the figures I am quoting are chargeable to the appropriation. 

Mr. Taper. The excess stock figure is #-———;; is that right ? 

General Stewart. Yes, sir; that is correct. 

Mr. Taner. Does that include the 1955 program also? 

General Srewart. There is nothing in the 1955 program. 

Mr. Taser. That was all prior to 1954? 

Jeneral Stewart. Prior to 1954; you are correct. I just wanted 
to call that to your attention in this one case, so that you will know 
what I am referring to in each case. 

Mr. Tarver. Now the military program is $26.4 million and you 
have a balance remaining of the 1955 program ? 

General Srewarr. Yes, sir; that is correct. 

Mr, Taper. So that you would have a carry forward into fiscal 
1956? 

General Stewart. That is correct. 

Mr. Taner. If you had the authority for it? 

General Srewart. Yes, sir. This is Belgium we are talking about? 

Mr. Taper. Yes. 

Mr. Gary. The only program for Belgium is a military program; 
is it not? 

General Stewart. That is the only one I have; yes, sir, that is 
correct. 


LUxEMBOURG 


Mr. Taser. For Luxembourg, you have a program of how much to 
start with, overall? 

General Srewarr. $6,400,000. 

Mr. Taser. Is that all you have ever had? 

General Stewart. Yes, sir. 

Mr. Taper. And that is still hanging on? 

General Stewart. The only thing we have delivered 

Mr. Taper. The thing I do not understand is the 1950-54 program, 
down at the bottom of page 50, shows $——— and up above it shows 
you only had $——— overall, and that is a little bit too deep for me. 
I cannot figure that well. 

Mr. O'Hara, That is the training program and it is #——— be- 
cause the amounts are smaller in the training program. They are 
shown in thousands of dollars instead of millions. 

Mr. Taper. How much money do you have left as of the 1st of 
July 1955? 

(Off the record.) . 

Mr. Taner. And the only program anticipated is training? 

General Stewart. Yes, sir. 

Mr. Taser. You will have money enough to take care of you there? 

General Srewarr. Yes, sir. 
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Mr. Taper. And a little balance that you could use somewhere else 
if you had to? Is that about it? 8 

teneral Srewarr. That is in the money that is here to complete 
what we are trying to do. 


DENMARK 


Mr. Taser. The next item is Denmark? 

General Stewart. Yes, sir. 

Mr. Taser. There is $11,900,000 set up of new money for 1955, 

General Srewarr. Yes, sir. 

Mr. Taner. How much of the $437,700,000 shown there did you have 
left after 1954? 

General Srewarr. Of the $437 million, $-—— is for materiel 
changenye to the program, shown on page 56. That is equipment and 
supplies. 

r. Taner. But it has not all been shipped ? 

General Srewarr. No, sir. 

Mr. Taver. You have covered some money besides the amount for 
materiel delivered. You used some of that in some other way. . For 
what was that? 

Mr. O'Hara, $——— is for the training program shown in the 
bottom panel on page 56. There is $800,000 used to repair and 
rehabilitate the excess materiel which has been in the program of 

in acquisition costs. 

Mr. Taser. Then there is $8 million overall—— 

Mr. O'Hara. $800,000 for repair and rehabilitation, and $——— 
for training purposes. 

Mr. Taner. That means $15.3 million? 

Mr. O'Hara. Yes, sir. 

(Off the record.) 

Mr. Taser. That leaves you enough to go about 3 years at the rate 
you are going. It does not look like you need the $——— very 
badly ; does it? 

General Srewarr. Mr. Chairman, I think we need it. 

Mr. Taner. Now, do not be too grasping. Give us a break once in a 
while. 

General Stewart. Mr. Chairman, if you would give me an oppor- 
tunity I would like to say one thing. You can take this mathe- 
matically and prove exactly what you are proving. We are dealing 
in a matter of security here. 

Mr. Taser. You are just dealing with a matter of window dress- 
ing. You have your people over across the water educated the 
wrong way in understanding window dressing. 

Mr. Mureny. Mr. Chairman, all this testimony on these military 
programs is classified. I wonder if we could go off the record in giv- 
mao figures? The handling of the transcript is becoming a serious 

roblem. 
r Mr. Taner. I want the answers on the record so that we can have 
them available for the committee when we mark up the bill. I do 
not care about printing that information, but I think we should know 
what the picture is when we mark up our bill. Off the record. 

(Discussion off the record.) 
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TECHNICAL EXCILANGE PROGRAM 


Mr. Davis. I cannot help but question this item of “Technical ex- 
change program,” “to assist Denmark in increasing productivity and 
improving management and marketing techniques.” When it comes 
to marketing techniques abroad, it seems to me no one has done a 
better job than the Danes in selling their bacon, dairy products, and 
other goods all over Europe, and it seems to me we in the United 
States have learned a great deal from the Danes in cooperative market- 
ing, for instance. 

Mr. Mureny. This is financed from nonmilitary funds. It is the 
item deleted by the House of which the chairman has indicated he 
would rather defer consideration. 


DANISH DEFENSE EXPENDITURES 


Mr. Davis. Your justifications make the statement that the level of 
Danish defense expenditures— 
which represent a defense contribution relatively lower than most other NATO 
countries, makes it difficult to build and maintain effectively those forces which 
Denmark has agreed to contribute to the common defense. 

So evidently the Danes have not done too well in that. Then we turn 
to the bases for the NATO defense, and we find Denmark has refused 
to give any treaty that would enable us to go in and operate. 

Mr. Ernst. If General Stewart would like to comment on the 
forces, I would then like to comment on the bases. 

General Stewart. I would like to make one comment. Mr. Davis, 
everything you have said is correct. This country is a part of NATO. 
It has obligated itself to raise certain forces. Its geography makes 
it terrifically important in the defense of northern Europe and the 
approaches thereto, particularly by sea. We have carried on this 
relatively small program for them and I think you will note there 
is still a great deal of equipment to be delivered. If you put it on 
the basis of the number of soldiers they have, it has cost us more 
money per soldier, sailor, and airman in Denmark than any other 
country in the world. 

We have put in the program—not necessarily delivered yet—about 
$18,000 for every man they count in their military forces, which is 
the highest per-man cost in the world in our program. Like other 
things, we are constantly studying and reviewing this and the only 
defense I can give you in support of this program is that it is still 
a requirement that they be a part of our team and we are trying 
not to do more than we have to to contribute toward the forces they 
raise, 

Now Mr. Ernst can discuss the bases. 

Mr. O’Hara. Before Mr. Ernst discusses the bases, there might be 
one other thing added, and that is that Denmark has traditionally had 
a very neutral position and very low defense expenditures, and when 
this program was started in 1950 the total defense expenditure was $53 
million, In 1953 the expenditures were at $109 million; and the 1954 
budget is expected to go to a total of $150 million, and the percentage 
to the national income has more than doubled over that period. It is 
on page 53. 

49755—54——16 
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Mr. Davis. I saw that. Is not our assistance in any way contingent 

upon their meeting the commitments they make in respect to NATO? 
e justifications show they ‘are not meéting their commitments and 

yet evidently that does not interfere with the amount of assistance 
that we are continuing to put in there. Is that right? 

(Discussion off the record.) 

Mr. Davis. What is the significance of the statement that appears 
in the justifications on page 54 in which it is mentioned that the Danish 
defense expenditures are expected to be $170 million in fiscal year 
1955 and that— 

The level of these expenditures, which represent a defense contribution rela- 
tively lower than most other NATO countries, makes it difficult to build and 
maintain effectively those forces which Denmark has agreed to contribute to the 
common defense. 

General Stewart. It means just what it says, sir. 

Mr. Davis. Did I interpret what it says correctly? 

General Stewart. I think you did, sir. We are not any happier 
than you are. 

Mr. Davis. Off the record. 

(Discussion off the record.) 

Mr. Anpersen. Off the record. 

Discussion off the record.) 

eneral Srewart. I read the preamble to the basic MSA Act about 
once a week. I read that because if I do not read it I become com- 
— lost in what we are trying to do. If you will recall, that says 
that the purpose of this act, among other things, is to support the for- 
eign policy of the United States, and I think when you get into the 
kind of questions that Mr. Davis was asking you have to recall that 
that is the purpose of the act, because some of these things cannot be 
justified solely on the basis of the military forces involved. 

Mr. Davis. Off the record. 

(Discussion off the record.) 


FRANCE 


Mr. Taner. The next is France. 

General Srewarr. That is on page 63. I can read these off in the 
order you have been requesting if you want me to, sir. 

Mr. Taner. We might try that. 


DELIVERY OF MATERIEL 


General Stewart. The value of the materiel program for France 
chargeable to the appropriation for fiscal years 1950 through 1954 is 
million. 

(Discussion off the record.) 

General Stewart. The status of that is that it constitutes—— 

Mr. Taner. Is it cash or is it stuff that is in merchandise? 

General Stewart. It is both, sir; some of both. 

Mr. Taper. It is all specified here on page 64, is it not? 

General Stewart. Yes, sir. These are thé major items undelivcred 
and what we propose to have in 1955. 

Mr. Wiecteswortn. What is the meaning, in the 1955 program 
under Navy and Air Force, of the dollar figures with no correspond- 
ing quantity figures? 


General Srewarr. Yes, sir. That is the maintennace and materiel 
for the Air Force and it involves assistance in modernizing naval ves- 
sels, spare parts, and things like that in the Navy program. 

Mr. Taser. In the Army program there is not a single thing that is 
a long lead-time item, is there? 

General Stewart. Most of the ammunition that is undelivered is 
being procured in Europe, sir. 

Mr. Taper. There is not a single thing that is a long-lead item! 

General Srewart. In fiscal 1955? 

Mr. Taser. Not a single thing. In the Navy picture there is not 
very much that would be long lead time. There are some ships. 
Those things have been in the program so long they are probably 
well on the way, I would expect. And the bombers and patrol setup 
under the Navy would be conventional types, probably, long lead time 
but perhaps something they could use some other con The air- 
planes, there would be a few of them that would be longer lead time 
and may be a reason for. And the jet planes. That is about all. 


AMMUNITION 


Mr. Forp. Mr. Chairman, I think we ought to have a little more 
explanation about this ammunition situation, both in fiscal 1954 and 
fiscal 1955. Perhaps it ought to be off the record. Do you want to 
give us what you can on the record and supplement it, if necessary, 
off the record 

General Srewart. Exactly what angle do you have in: mind, sir? 

Mr. Forp. You testified that most of this ammunition to be supplied 
would be produced from plants in France. 

General Stewart. Not necessarily all in France. We do try to bu 
ammunition destined for a country in that country if we can. It 
eases a number of problems. I think I can answer any questions, 
but I am not sure what you want to develop, sir. 

Mr. Forp. What percentage of the total indicated in fiscal 1954 will 
be procured from sources within the United States and what percent- 
age will be procured from sources without the United States ? 

General Stewart. In fiscal 1954 we planned last fall to use $900 
million in procurement outside the United States. 

Mr. Forp. For this particular country ¢ 

General Stewart. No, sir. 

Mr. Forp. This was overall ? 

General Stewart. Yes, sir. We buy it by commodity, not neces- 
sarily against a particular country’s program. Actually we have ob- 
ligated out of that amount as of the end of June 1954 approximately 
$450 million. The rest of it, due to various reasons—the principal 
one being the refusal on the part of the Secretary of Defense to obli- 
gate money for ammunition outside the United States before; from the 

roduction point of view, we had to renew certain contracts. So we 
rave about $300 million of the 1954 funds that we had planned 
all along to put into ammunition in Europe which we have not yet 
signed a contract for because reorder lead time had not arrived and the 
Secretary’s decision was a would reorder when in the normal good 
business practice you would have to reorder. 

Mr. Forp. What is the reorder lead time ? 
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General Srewarr. It varies, of course, but it is that time that a con- 
tractor needs to order his materiel, insure his labor supply, and to keep 
his plant running at whatever production it is supposed to run without 
its running off at the end of one contract and having to start up 
again. 

Mr. Forp. Tam talking about the months. ! 

Mr. O'Hara. The basis on which they have set these plans up, it 
varies a little by plant, location, and type of facilities they have, but 
the average is 9 months, of which 2 months is the administrative lead 
time, negotiation time, and 7 months the actual production lead time. 

Mr. Forp. In other words, for the funds you have set forth here in 
1955 for ammunition for France, there is a reorder lead time of 9 
months 

Mr. O'Hara. Yes, sir. 

Mr. Forp. When do you expect to obligate this amount of money for 
ammunition, assuming this amount is made available? 

General Srewart. We expect to obligate within the next fiscal 
year. The total amount of offshore procurement, calculated on a 
planning basis against the new funds we are requesting, is $100 


million worldwide, and it is my judgment that if we have that 

much we could place it during the next fiscal year. 
Mr. Forp. It would appear, then, that your program of obligation 
Bes your program of 


for ammunition will be far more advanced t 
obligation for the rest of the military equipment ¢ 

General Srewarr. That is correct, and I welcome a chance to ex- 
plain that. Under the rules that we have to operate under at the 
present time, the only money that we can obligate promptly is the 
money for ammunition bought outside the United States and for 
ships bought in the United States or outside the United States, and 
for certain aircraft. The reason for that is that these are new sep- 
arate contracts concerned only with the MDAP program. There- 
fore, that money can and will be obligated. The money that will pay 
the services for rehabilitated stock we cannot obligate until we are 
in a position to Officially see that delivery is imminent. And so your 
statement that it seems like we can obligate the money for ammuni- 
tion faster is true because about 60 percent is being procured outside 
the United States. 

Mr. Taper. You can obligate the money in the United States for 
«ummunition for quick delivery, can you not? 

General Srewarr. No, sir. 

M c Taper. I know better than that. There is no use your telling 
me that. 

General Srewart. The reason we cannot is because they have es- 
tablished a rate at which the facilities operating will operate, and 
those facilities are already financed by the services’ contract, and if 
we have money to buy ammunition they do not put it in a contract. 

Mr. Taser. I know of plants that could go to work right this min- 
ute and I could describe where they are. I know it can be done. 
You cannot kid me on that. 

Mr. O'Hara, Off the record. 

(Discussion off the record.) 

Mr. Forp. Off the record. 

(Diseussion off jhe reeord ) 
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LACK OF OBLIGATION FIGURES BY COUNTRIES 


Mr. Taner. I have some other questions that I will not put in. I 
would like to have submitted for the use of the committee—I will not 
say for the record unless security reasons permit—a schedule of the 
unobligated balances in the military picture for each country, naming 
the amount of the unobligated balance for each country where the 
item is $25 million or above. I do not care anything about the ones 
that run less than $25 million, but I would like to have those where 
they run $25 million or above, naming the countries in the military 
picture and giving the amount of each item. 

Mr. O'Hara. Mr. Chairman, the military departments have been 
working to develop schedules of obligated and inobligated balances 
showing the amounts that have not been delivered and their status of 
obligation. It is not, however, by country. We have the informa- 
tion here which shows the number of items by countries which are un- 
delivered. I have one of these statements which I would like to give 
the committee this afternoon. This is the Navy one, and it may be 
that with this one as an example you can see what part of it does fit 
your requirement, sir. 

Mr. Taser. I was impressed with this. Frankly, I have been look- 
ing over page 64. There, with (S———) to be available after July 1, 
1955, for shipments in the French picture, the total value of the pro- 

ram, as far as I can see, runs about (S———). Now, that would 

eave it where nobody could tell very much about the effect of any- 
thing. There is something the matter with that table on page 64 
or else there is something the matter with some of these other figures. 
What it is I do not know, and I do not know if I ean find out, but I 
would like to have it. That is the thing that bothers me. 

Mr. O'Hara. This, sir, is the Navy statement. The statement, which 
is confidential, shows the number in quantity that is shown in this 
book as the quantity to be shipped as of last April 1 and the value 
of that quantity and the portion of that quantity that was under 
contract as of June 30. This is a listing of the total to be shipped 
and the quantity under contract as of June 30 and that which is not 
under contract. 

On the second table, which is a supplement 

Mr. Taser. I have been trying to get a good clear picture of what 
the situation is and I have not been able to get it, so I have been asking 
for such information as it looked as if it might be possible that you 
folks could supply. I am not urging you to do anything because, as I 
said yesterday, we cannot go on.the floor and justify a request for 
an appropriation that is not supported, and I do not propose to do it 
if we are not given the information that: we ought to have. I want to 
get everything I can from you'so that the responsibility for whatever 
results will not be mine; it will be yours. it you cannot give us an 
intelligent statement of the picture you cannot expect us to go along 
and provide funds. 

Mr. O’Hara. Mr. Chairman, if I told you I would give you a state- 
ment of obligations by countries, I would be lying to you because we 
do not keep our obligations in that way. 

Mr. Taser. If we do not have the obligation picture in an intelligent 
way so that we can tell where we are and check it with the other figures, 
how will we get anywhere? 
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Mr. O’Hara. We have furnished information as to the obligated 
and unobligated balances and the actual obligations incurred by areas. 
That is the way our records are run. We simply do not make a con- 
tract for the items shown in each one of these country programs when 
we contract for them. The quantity of these items and their value, 
in terms of the price that we have in these programs, which checks 
with our military program items and with the stock prices, make up 
the sum of these values. We are trying to give an analysis of these 
to show what the items are and what the cost of the items are. The 
contracts are made on an overall basis where there are contracts, and 
on the stock supply basis they are requested on overall quantities and 
shipping is made on actual priorities. If I may go off the record. 

Discussion off the record.) 

That is the way the program operates, and to try to give you figures 
on the way we do not operate, I think would be lying to you. 

Mr. Taner. I do not want you to lie to us. If you cannot tell us the 
truth and give us enough facts so that we can operate we will have to 
do the best we can as we approach it. 

Mr. O'Hara. We have the total amount of material here and its 
value, and we give as much information as we can on that, as rapidly 
as we can, sir, but we cannot give it by countries on obligations because 
it would simply be an attempt to kid you as to what our figures really 
are. 


RICHARDS AMENDMENT LIMITING DELIVERIES TO EDC COUNTRIES 


Mr. Davis. In this 1954 program, as I understand it, the Richards 
amendment, so-called, would prevent you from delivering to France in 
the absence of their ratification of EDC. Does this mean, then, during 
this fiscal year vou have continued to deliver, but only on the basis of 
funds appropriated prior to 1954? 

General Stewart. The Richards amendment of last year is a little 
different from the one we have in the bill in its present status. The 
one last year stated that one-half of the funds appropriated for mate- 
rial in title I would be delivered to EDC countries, or EDC, so we 
made a deliverable program and a nondeliverable program on that 
basis. Actually, we have not delivered any of the equipment with 
1954 funds. 

When I say that, you understand that the same types of items will 
appear in 1 year’s program and be repeated the next year, so we have 
to handle it on a value basis. 

Now, the present status of that provision in the bill that the Senate 
is reporting out provides nothing beyond the fiscal year 1953 program 
will be delivered. Again, the only possible way we can handle it 
would be on a value basis. You cannot handle it on an item basis. The 
bill savs on a value basis. If you go on that basis, you merely subtract 
the value ofthe 1954 program in this book from the total. yalue and 
compare that with what we deliver, and it shows what we could still 
deliver to France or Italy. 

In the case of France—and I ran it up hurriedly this morning—it is 
about (#————) that can still be delivered because of this huge un- 
delivered quantity here of previous appropriations. Does that an- 
swer your question ? 

Mr. Davis. Yes, it does. 
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GROSS NATIONAL PRODUCT 


Secondly, in each of these justifications with respect to these various 
countries you use a figure of a gross national product. Can you give 
us a comparable figure for the United States ? 3 

General Stewart. That is slightly out of my field. I can get you 
that figure. The economic people use it all the time. I do not have 
it immediately available. 

Mr. O’Hara. These figures were prepared by the FOA and they 
have no witness here. I think that $373 million is the figure for the 
United States. 

Mr. Taper. That is the gross national product. 

Mr. O’Hara. The gross national product which is larger than the 
gross national income. The gross national product includes some- 
thing excluded from income—capital investment and governmental 
activities. 

Mr. Murrny. The gross national product is $2,374 per capita. 

Mr. Davis. The United States is in a lot worse shape than some 
of these other countries if you compare the debt against gross national 
product. You have France with a showing on the justifications of 
the gross national debt of its central government 37.4 percent of its 
gross national product, and if the figures you gave me are correct, our 
national debt is about 70 percent of our gross national product. 

Mr. Morrny. Our national debt, as you well know, runs well into 
the plus $270 billion. 

Mr. Taper. $275 billion. 

Mr. Morpuy. It is pressing the ceiling, I understand. 

Mr. Taser. It depends upon how you figure it. There is $8,750 
million in Commodity Credit that does not count in that picture and 
about $45 billion more that does not count. 

Mr. Morrny. There is a table on page 37 which shows the gross na- 
tional product. The figure that I quoted was wrong. It is $2.246, 
not $2.574 per capita. It is $362 billion as of 1953-54. You will see 
the column labeled “1952-53 prices,” $362 billion, and the per capita 
is shown over to the right for the same 2 years at $2,246. 


GerMaNyY 


Mr. Taser. We will now take up Germany, which appears on 
page 68. 

Mr. O'Hara. The military program is on page 70, sir. 

(Diseussion off the record.) 

Mr. Taser. But not very heavily. 

General Stewart. Not very heavily. We are asking in the fiscal 
year 1955 for [classified figure] for training. No funds of any kind 
are for material. That is to be used almost exclusively by the Air 
Force to start training instructor pilots at the earliest possible mo- 
ment. It is legally possible to do so. 

Mr. Taser. Is this [classified figure] obligated? It is not; is it? 

General Stewart. A portion is obligated because we are buying 
more or less the same items. 

(Discussion off the record.) 

Mr. Taser. There really is not much training going on now? 


246 


General Stewart. There is no training of German nationals in 
progress at the present time, except that which is incidental to hiring 
German nationals in certain installations we operate in Germany. 

Mr. WiceieswortH. Does that mean that the amount down here for 
training in the 1950 to 1954 program is all available for training ? 

General Srewarr. Yes. It would not be legally possible for us to 
start training until the EDC or some other arrangement is made. 

Mr. Wicciesworrtn. How much do you expect to spend for 
training? 

General Srewart. We think that the funds here will take care 
of our training requirements if and when Germany becomes eligible. 
I do not think that anybody would think the Germans need a lot of 
coaching in the military art, but they will need some instruction, tech- 
nical types of instruction, in the initial equipment that we give them, 
particularly in the Air Force. 

Mr. Wiceteswortn. What is your estimate of the amount that will 
be expended in 1955? I am talking about training now. 

General Srewart. We would not spend any training money in 1955. 
We cannot spend a nickel of the training funds unless the EDC, or 
some other acceptable arrangement is made, sir. 

Mr. Wiccreswortru. All of these military-assistance funds are 
available for training? 

General Stewart. Those marked for training are; yes. 

Mr. Wiaetesworrn. Are not all of the military-assistance funds 
available? 

General Srewart. Yes. The Congress does not appropriate them 
under a separate appropriation. 


West Beruin 


Mr. Taper. We will go to West Berlin. 
Mr. Morruy. There is no military-assistance program for this, sir. 


IcELAND 


Mr. Taser. We will now go to Iceland. 
Mr. Murpny. There is no military program for Iceland. 


Mr. Taser. We will go to Italy. 

General Stewart. The military program for Italy appears on page 
82, and to read off the figures in the same order that you have asked 
for them before, sir, the value of the material program chargeable to 
the appropriation for Italy is 

(Discussion off the record.) 

Mr. Taser. The 1954 program ? 

General Stewart. During fiscal year 1954, the first 11 months, we 
delivered [classified figure] worth of equipment. It is my estimate 
that in fiscal year 1955 we will deliver approximately [classified 
figure] worth of equipment. 

Mr. Taper. That leaves a balance of [classified figure]. 

General Stewart. Yes. 

(Discussion off the record.) 
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Mr. Taser. Plus the new money ? 
General Srewarr. Yes. 


Tue 


Mr. Taper. The next country is the Netherlands. 

General Stewart. This appears on page 88. The value of the 
military program for the Netherlands through the fiscal year 1954 is 
$885,800,000, of which $—— is for materiel. 

(Discussion off the record.) 

Mr. Wiccieswortu. Leaving [classified figure] still undelivered ? 

General Stewart. Yes. 

Mr. Taper. It would be a little more than that. You have to 
add [classified figure }. 

General Srewart. I would like to mention that the Dutch or the 
Netherlands Government has increased their ground forces and is 
the only country that has made a substantial increase, in its ground 
forces over what they had previously agreed to. 

Mr. WieeieswortH. How much is for training? 

General Srewarr. $———. 


Norway 


Mr. Taser. We will take up Norway, appearing on page 94. 

General Srewarr. The value of the program in Norway for the 
fiscal year 1950 through 1954 is $482 million, of which $——— is for 
materiel, 

(Discussion off the record.) 

Mr. Taser. There is a training program there in 1955 that runs 
in the neighborhood of $———? 

General Stewart. That is correct. 

Mr. Wiactesworru. You have some aircraft in here? 

Mr. Taser. Only a few spares. There are a few jet planes to be 
delivered. 

Mr. Wiceteswortu. There are funds in there for bombers. 

General Srewart. The maritime craft are the patrol ships used 
by the Navy. 


Spain 


Mr. Taser. If there are no further questions we will go to Spain. 

General Stewart. Spain appears in page 108, sir. 

The value of the Spanish program is $140 million, of which $——— 
is for materiel, and $#——— is for training. 

This program has just gotten started, and previous deliveries are 
no indication in this case of future deliveries. 

Mr. Taper. You have new money for material. 

General Srewart. That is correct, sir. 

Mr. Taser. Making [classified figure] after 1955. 


Untrev Kinepom 


Mr. Taner. Now you have the United Kingdom. 
General Stewart. That is on page 116. The total value of the 
military program for the United Kingdom is $904,900,000, of which 
is for materiel and $——— is for training. 
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AIRCRAFT PROGRAM 


The biggest part of this program, as you have probably already 
observed, is in the air. This is largely an Air Force program from 
now on. 

Mr. Taner. That leaves you a balance, after 1955, of [classified 
figure]. Is that right? 

General Stewart. Yes, sir. It is involved in the purchase of air- 
craft, largely purchased in Britain. 

Mr. Taser. For their programs. 

General Srrwart. Yes, sir; for their own programs. 

Mr. Rooney. With regard to this major combat vessel shipped 
= the 1950-54 program, what type of vessel and where was it 

uit! 

General Stewart. We have not given them any major ships. It 
has been helping them modernize. 

Mr. Rooney. [ am looking at your own data. 

(Discussion off the record.) 

Mr. Rooney. Then this is sort of misleading, is it not, to have it in- 
serted as “one major combat vessel”? 

General Stewart. It certainly is. I will get you that answer and 
bring it to you tomorrow. 

Mr. Wieereswortu. What is the lead time on the all-weather 
fighters, jets? 

(Discussion off the record.) 

General Stewart. Yes, sir. That is the all-weather fighter, the 
most modern type we know of. The British have just gone into 
production on that. 

(Discussion off the record.) 

Mr. Wicoteswortu. When do you get the last one? 

Colonel Herrner. We get the last one in about August of 1957. 
Now this is scheduled at RAF’s convenience. In other words, they 
are purposely adjusting the schedule provided for them at the time 
when they can best utilize them. 

General Stewart. I have the answer to your question now. It was 
a vessel they had on lend-lease that was retained by them and ac- 
counted for in this program when title passed to them. 

(After a rolleall: 

Mr. Taper. We had finished with the United Kingdom; had we 
not 

General Stewart. Yes, sir. 


YUGOSLAVIA 


Mr. Taper. The next one we get to is Yugoslavia and there we 
have—— 

General Srewarr. A program value of $734,200,000, of which 
$——— is for materiel charger to the appropriation. 

(Discussion off the record.) 


Mr. Taper. Are there any further questions on Yugoslavia? If 
not, I have a set of questions here that I want to submit to you and 
have you bring back with the answers in the morning; or, if you 
cannot get them by morning, then as soon as you can. 


Wepnespay, Jury 14, 1954. 
INFRASTRUCTURE 


WITNESS 


ROGER ERNST, ASSISTANT FOR PLANS AND COORDINATION, 
EUROPEAN DIVISION, OFFICE OF FOREIGN MILITARY AFFAIRS, 
OFFICE OF THE SECRETARY OF DEFENSE, DEPARTMENT OF 
DEFENSE 


Mr. Taser. This morning we will take up infrastructure on page 30 
of the justifications. 

Mr. Murpuy. Mr. Roger Ernst will start off with infrastructure, 
which appears on page 30 of the big book. 


GENERAL STATEMENT 


Mr. Ernst. Mr. Chairman, I will be as brief as I can. I have a 
statement which I can distribute to the committee for insertion in the 
record. 

Mr. Taser. Suppose you do that. 

(The matter above referred to is as follows :) 


Nato INFRASTRUCTURE 


Infrastructure, which is an overall term used to identify the military facilities 
needed to permit effective combat operations by the integrated NATO forces 
under the command of the Supreme Allied Commander Europe, and Supreme 
Allied Commander Atlantic, has been programed by the North Atlantic Council 
in annual increments known as slices. To date, five slices have been approved 
by the North Atlantic Council (including one started by the Brussels Treaty 
powers), the cost of which will total approximately $1.6 billion. The infra- 
structure facilities are available for use by all NATO forces, in accordance with 
agreed operational plans. The program includes tactical airfields, fuel distri- 
bution facilities, naval fleet bases, naval airfields, telecommunications, electronic 
warning systems, war headquarters, and other vital installations. The cost of 
construction of these facilities is shared among the NATO nations. The United 
States share of the programs approved by the North Atlantic Council, to date, is 
approximately $600 million or 37 percent. This amount does not include payment 
of any taxes since the United States has successfully negotiated tax relief agree- 
ments. 

United States financing for NATO infrastructure has been provided in the 
following manner : 

Million 
Fiscal year 1952, mutual security 
Fiscal year 1953, Department of Defense___._____.----__----------_-__. 


Total financing available 


The effort and expenditure required to raise, train, equip, and maintain 
military formations must be complemented by the necessary operational fa- 
cilities without which the assigned operational missions of the NATO forces 
could not be accomplished. The facilities which have been programed by NATO 
through the fifth slice are calculated as those necessary to support the forces 
estimated to be in being by the end of calendar year 1955. 

First slice—tThe first slice consisted of the infrastructure program previously 
agreed to by the Western Union powers in the spring of 1950. This program 
required an expenditure of approximately $88.2 million and was to cover costs 
of airfields, telecommunications and war headquarters. This program was 
financed by France, United Kingdom, Belgium, Luxembourg, and the Nether- 
lands, with the first two nations paying about 45 and 25 percent respectively. 
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Second slice-—The second slice was adopted by SHAPE in May of 1951 
shortly after assumption of responsibility for the defense of Western Europe. 
The program consisted of wey headquarters, telecommunications, and airfields, 
and called for a total expenditure of approximately $222.6 million. The cost 
of this program was to be borne jointly by Belgium, Canada, France, Luxem- 
bourg, the Netherlands, United Kingdom, and United States on a cost-sharing 
formula in which the United States share was roughly 48 percent. This per- 
centage was accepted in view of the fact that the United States did not share 
any of the cost of the first slice although its facilities were taken over by NATO. 
Price increases have raised the cost of the second slice to $3438 million. 

Third slice—The third slice or 1952 program called for an expenditure of 
approximately $426 million and also provided for airfields, war headquarters, 
and telecommunications. Cost sharing was between the same countries as for 
the second slice with Denmark, Italy, Norway joining in. The United States 
share in this slice was reduced to 42 percent. The present cost of the third 
slice is $510.6 million. 

Fourth slice-—The fourth slice called for an expenditure of $416.7 million. 
It includes jet-fuel facilities (pipelines and storage tanks), training facilities, 
radar-warning installations, radio navigational aids, and naval fleet bases. All 
NATO countries except Iceland participated in the cost sharing for this slice 
with the United States share remaining about 42 percent. 

Fifth slice.—The fifth slice includes projects in the same categories as the 
fourth slice and calls for an expenditure of approximately $251.8 million, with 
all NATO countries except Iceland participating and the United States share 
remaining about 42 percent. 

Status.—At the end of 1953, over 120 airfields programed for use by forces 
under the Supreme Allied Commander Europe were in a sufficiently advanced 
state of construction to permit use by modern aircraft in emergency, although 
many of these fields are not now equipped to sustain prolonged air operations. 
By the end of 1954, a large share of the construction at these airfields should, 
be substantially completed and other additional airfields will be available for 
emergency use. The present availability compares with approximately 15 air- 
fields which were capable of handling jet aircraft in 1951. 

The fuel distribution system, including pipelines and storage tanks, will pro- 
vide for circulation of jet fuel to forward areas, thus insuring availability of 
fuel for combat operations. The program contemplates the construction of 
over 4,500 miles of pipeline and about 400 million gallons of storage. By June 30, 
1954, about one-third pipeline and almost two-thirds of the storage, valued at 
almost $100 million, is expected to be under contract. This portion of the 
program should be completed, for beneficial use, during calendar year 1955. 

The telecommunications program will reinforce existing facilities by the 
addition of about 4,000 miles of land lines, 3,700 miles of radio relay circuits, 
and over 700 miles of submarine cables. These facilities will provide for an 
immediate effective control of forces assigned to NATO commanders, and are 
essential to the exercise of command. 

NATO procedures for programing infrastructure are designed to insure that 
only essential projects are authorized and that expenditures are made under 
strict regulation. In the first instance, the supreme commanders forward to 
the NATO standing group their minimum requirements. The standing group 
screens them from a strategic point of view. The North Atlantic Council fur- 
ther reviews the proposed projects to insure that maximum economy is obtained, 
that existing military and civilian facilities are utilized to the maximum, and that 
construction standards are austere. Actual construction is the responsibility of 
the nation in whose territory a project is located but the responsible nation may 
not let contracts without receiving prior approval of the North Atlantic Council 
Payments Committee on which each nation is represented. Countries must 
submit detailed, engineering cost estimates in order to obtain authorization te 
let contracts. Even after projects have received Committee approval, they are 
subject. to inspection by teams representing the military commanders and the 
NATO international staff, as well as the nations concerned. An audit by an inter- 
national board of auditors (on which the United States is represented) is the 
first step. 

Financial arrangements.—Prior to April 1953, each annual slice was prepared 
and financed as a separate program. This procedure entailed lengthy, dif- 
ficult negotiations over the cost sharing and did not provide the military planners 
with a sound basis upon which to develop their programs. Consequently, at its 
meeting in April 1953, the North Atlantic Council provided long-term financing 
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for infrastructure programs in the years 1954-56 in an amount not to exe eed 
$700 million. The ultimate United States share is $300 million. This amount, in 
addition to the programs previously approved, will bring the final total cost of 
NATO infrastructure programs to approximately $2 billion, of which the United 
States contributions will not exceed $780 million, or approximately 37 percent, 
net of taxes. (The gross United States contribution is about $855 million, or 42 
percent.) The first segment of the 3-year $700 million program was approved 
by the North Atlantic Council at its meeting in December 1953. It amounts to 
$251 million of which the United States share is $100 million. Approval by the 
North Atlantic Council of overall annual programs represents the first step toward 
obligation. This, however, does not form an obligation since under the terms 
of the agreement establishing the NATO budget control system approval by 
the North Atlantic Council Payments Committee of specific projects represents 
“obligation.” 

This procedure is applicable to the fourth and subsequent slices; budgetary 
controls had not been established at the time of the agreements reached on the 
second and third slices and the United States shares of them constituted obliga- 
tions at the time the agreements were reached in NATO. . 

The financial status of United States participation in NATO infrastructure 
programs is as follows: 


Million 
Total NATO programs through 1956 are estimated at__.__._.___-____-_____ $2, 000 
The United States share of these is approximately__....__._-..-__--_-__- TRO 
Annual programs approved, to date, by the North Atlantic Council 
The United States share (through the 5th slice) is_..._._----_____- 600 
United States obligations through fiscal year 1954 are estimated to total__ 420 
United States expenditures through fiscal year 1954 are estimated at___- 218 
United States obligations through fiscal year 1955 are estimated at______ 535 
United States expenditures through fiscal year 1955 are estimated at____ 408 


During fiscal year 1955, the North Atlantic Council may be expected to approve 
in broad terms the sixth and seventh slices, bringing the total NATO programs 
to $2 billion. The United States total contribution, as indicated above, is 
approximately $780 million toward which funding is available through fiscai 
year 1954 in the amount of $459 million. To provide authority to complete the 
United States contribution, by entering into agreements on the sixth and seventh 
slices in the North Atlantic Council, program authorization is required in fiscal 
year 1955 in the amount of $321 million, which together with the $459 million 
previously available, wfll satisfy the $780 million United States share. 

Authorization for appropriations and actual appropriations in fiscal year 
1955, however, will be necessary only in an amount estimated at $122.7 million 
which represents new obligations in fiscal year 1955 as reflected in present esti- 
mated project approvals by the Infrastructure Payments Committee, adjusted to 
provide for increased obligations, and a higher rate of contracting resulting 
from measures now being taken to speed up infrastructure activity. Appro- 
priation of the balance of the $321 million would be called for in subsequent fiscal 
years. The authorization requested is designed to permit realistic future plan- 
ning of NATO infrastructure. It 1s so worded as to permit United States 
participation in NATO infrastructure through a contribution not to exceed $780 
million. It authorizes an amount which together with funds previously ear- 
marked and allocated for NATO infrastructure will not exceed this total United 
States contribution. 
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NATO 
Summary of slices I-V, by country by category 
{In millions of dollars} 


Radio 


SB 
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Grand total. 
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NATO INFRASTRUCTURE 


STATUS OF NATO AIRFIELDS 


Slices I through V provide facilities for NATO Air Forces expected to be in 
being by end 1955: 
Over 121 airfields programed. 
121 usable in emergency in December 1953. 
Additional fields will be available for emergency use by December 1954. 
All to be completed for beneficial occupancy in summer 1956. 
These airbases are for use by NATO Tactical and Maritime Air Forces. 


NATO INFRASTRUCTURE 
Status of jet fuel distribution system—Pipelines and storage tanks 


NATO, INFRASTRUCTURE 


| Estimated 
Contracts to 
Facility completion 
be let by dats 
Bo percent of the storage. }June 30, 1954 | June 30, 1955 
June 30,1956 | June 30, 1957 
total: 


These facilities provide for the distribution of vital POL to forward combat 
areas. 


NATO INFRASTRUCTURE 


Status of NATO telecommunications projects including landlines, submarine 
cables, radio links, navigational aids and radar 


All projects completed. 

gg ee All projects completed by end 1954 except for some under- 
ground and submarine cables, scheduled for late 1954 
and 1955. 

Slice I1T__-------- Same as II. 

| Seen ae Some projects started, all scheduled for initiation by mid 
1954 and most will be completed in 1955. 

Not yet initiated ; completion probable by end of 1956. 


NATO INFRASTRUCTURE EXPENDITURES CONTROL SYSTEM 


1. Subordinate commanders, in consultation with host nations, submit costed 
facility requirements to supreme commanders. 

2. Supreme commanders screen, coordinate, consolidate requirements and 
submit to standing group. 

3. Standing group reviews programs as to military necessity and forward mili- 
tarily approved programs to the North Atlantic Council. 

4. North Atlantic Council screens programs to ensure the most economic use of 
funds available, including a review of cost estimates, as well as technical factors. 

5. North Atlantic Council agrees to execution annual program, within limits 
of financial resources agreed by nations. 

6. Nations may not commit funds until authorized by NATO on basis detailed 
engineered project costs submitted by nations. 

7. NATO Council monitors costs to ensure expenditures are within ceilings 
established. 

8. Physical inspections are made by joint teams representing the military com- 
mander the user, the international staff, and the host nation. 

9. Nations submit requests for reimbursement against work authorized and 
satisfactorily accomplished to NATO standards; payments made in accord finan- 
cial agreements. 

10. Infrastructure accounts are audited by board of auditors. 


pat 
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Nato INFRASTRUCTURE 


Status of financing 


{In millions of dollars] 


| United States 


| 
| net share 
Commonly financed programs: 
United States funding 
Total through fiscal year 582 
United States obligations 
1$39 unobligated balance. 
2$47 unobligated balance. 
Estimated United States expenditures 


Unobligated balances may be materially reduced since: 
Obligation estimates are conservative. 
Measures are underway to increase rate of contracting. 


49755—54——-17 


= 

ed 

ion 

1955 

1956 

1957 

, 600 

400 

ne 

Pr- 

54 

‘id 

| 

1d 

li- 

of 

‘Ss. 

ts 

d 

| 


256 


NATO INFRASTRUCTURE 
Estimated time-phased United States obligations by slice 


[In millions of dollars] 

June 30,|\June 30, June 30,\June 30,|June 30,|June 30,| June 30, 

Obligations | 1952] 1953 1954 1955 1956 1957 1958 
Slice VI to VII. 10 61 65 
160) 140) 115| 12 81 43 
730 169 | 309 420 | 535 | 656 737 7380 


Nore.—Obligations are incurred when the NATO Infrastructure Payments Committee authorize® 
host nations to enter into contracts for specified projects. 


NATO INFRASTRUCTURE 


United States expenditures by slices, Department of Defense estimates 


{In millions of dollars} 


Totals ‘June 30,|June 30, |June 30, June June 30,|June 30, June 30, 
1952 1953 1954 1955 1956 1957 1958 

143 17 40 41 25 

Slice VII_.- 16 19 17 

Total, United States share__- 780 17 80 121 190 195 134 44 

Cumulative United States 
780 17 218 408 603 736 780 


Nores.—Expenditures reflect DOD actual disbursements. 
Column totals do not add due to rounding. 

Mr. Ernsr. This program consists of military construction to back 
up the NATO forces in Europe and in the North Atlantic area, pro- 
pr ipe by the NATO commanders in annual increments and financed 

y all of the NATO countries on a cost-sharing basis. Annual nego- 
tiations have taken place to determine the relative shares and those 
iegotiations were concluded in April of 1953 with a permanent cost- 
sharing arrangement under which we now know for the first time 
what our total liability in this program will be through its conclusion. 

We are now in the fifth stage, the so-called fifth slice, of the pro- 
gram. There are two more annual programs to come forward. 

The grant total to be programed by NATO countries will be $2,048,- 
100,000, of which the stipulated United States share is $780 million. 
Table 7 of the tables contains a resume of the financial status of this 
program. : 

PROGRESS OF PROGRAM 


Before I turn to that, I might say a word about the progress on 
this program. We were exceedingly disturbed in the first 18 to 24 
months by what was an abysmal record of difficulty in getting started. 
The normal complexities which affect military construction seemed to 
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be compounded by the fact that all of the programs had to be agreed to 
14 ways around the table among the NATO partners, and further 
complicated by our desire to open these projects up to competitive 
bidding on an international basis so that American firms could 
compete. 

The programs approved to date total $1,600 million, of which the 
United States share is $600 million. There are additional programs, 
the so-called sixth and seventh slices, which will amount to approxi- 
mately $400 million, of which, again, the United States share will be 
$180 million. 

Mr. WiceaieswortnH. What do you mean by “sixth and seventh 
slices”—years ¢ 

Mr. Ernst. Annual programs. 

Mr. WicGLEswortH. $1.6 billion represents 5 years and the bal- 
ance—— 

Mr. Ernst. Is for the last 2 years’ programs. 

Mr. Wiaatesworth. Is that for 1955 and 1956? 

Mr. Ernst. Those are the 1955 and 1956 programs which will be 
approved through NATO in 1955 and 1956 and will be implemented 
in 1956 and 1957 and probably, in all honesty, will extend into 1959 
on the normal cycle of construction activity. So the total NATO 

rogram, when it is all done, will be $2 billion, of which our share 
will be $780 million. 

Mr. Anpersen. You would say, then, possibly it might be 1960 
before we complete this entire program as to construction ? 

Mr. Ernst. Tweeld not disagree with that. We hope, as a matter 
of fact, we will be able to condense this construction lead time as 


NATO develops its program and techniques. As financial procedures 
have been systematized, we have found an increasing rate of activity; 
additionally, the countries concerned have been active in creating 
construction capabilities which they did not have in 1950 and 1951. 
So the whole program is on a faster pace now and is increasingly 
moving at aswifter rate. But I would not disagree with your sugges- 
tion that it might run into 1960. 


RESPONSIBILITY FOR MAINTENANCE 


Mr. Anpversen. Who does the maintaining after the program is 
practically completed as far as construction goes? 

Mr. Ernst. The maintenance responsibility is divided into three 
categories of user. In the event facilities are used on a single-user 
basis, the Belgian Air Force, for example, maintains the airfields 
which their air force utilizes. In the case of unutilized facilities, 
standby airfields, airstrips, those are maintained in part by the country 
in which they are located and in part through common financing. 

This program includes airfields, fuel-distribution facilities, naval 
bases, telecommunication projects, war headquarters, and other vital 
installations. It represents a significant addition to the military 
prowess of the West. 

(Discussion off the record.) 


TYPES OF FACILITIES 


Mr. Taser. I think we ought to know something about the types of 
facilities. 
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Mr. Ernst. The first program was set up under the Western Union 
headquarters and was limited exclusively to standby facilities for 
use in wartime—airfields, telecommunication, and war headquarters. 

Mr. Taser. You mean things not currently in use? 

Mr. Ernst. That is right. That was back in 1949 and 1950. With 
the activation of the supreme headquarters in Europe then under 
General Eisenhower, and the creation of forces in being in peacetime, 
there was a need for construction of a whole variety of supporting 
facilities which it could not be determined in a precise manner who 
would use. The question of how to pay for the communications line 
from General Eisenhower’s headquarters in Paris to his subordinate 
headquarters in Oslo, for example, could only be solved on a common 
basis, and that is the basic principle that has been adopted in the 
processing of this NATO construction program. 

The second annual program was developed by NATO in 1951 ana 
in that Belgium, Canada, France, Luxembourg, Netherlands, the 
United Kingdom, and the United States participated. The succeed- 
ing programs, the third program in 1952 and the fourth program in 
1953, and most recently the fifth annual program which was agreed 
on last December have resulted in a marked improvement in the avail- 
wble facilities. For example, in the field of airfields, when General 
Kisenhower went to Europe in 1950 and 1951, there were about 15 
to 20 airfields capable of handling modern jet aircraft with 8,000-foot 
runways. There are now somewhat in excess of 120 airfields capable 
in an emergency—they are not all completed, but with certain ele- 
ments missing, perhaps lighting or refueling facilities—capable for 
use in an emergency. 

Similarly there has been to date no real capability to provide those 
airfields with a continuing supply of petroleum in the quantities 
which jet aircraft use so staggeringly. NATO has programed a 
pipeline system which will permit the resupply from external sources 
of jet fuel to the Continent of Europe. Radial connections will be 
built from Marseilles in the Mediterranean and from channel ports 
to connect with the pipeline which the United States Army is build- 
ing as a United States project across the center of France, together 
with a loop in northeastern France, Belgium, and the low countries. 

This pipeline system is extraordinary. It runs something over 
4,500 miles. It is probably the largest single pipeline hs pe ever 
conceived and we have tapped the talent of American industry to 
help us in the engineering and management, which is going to be 
exceedingly difficult as it crosses the boundaries of Europe and states 
as military requirements dictate. 

By the end of June about one-third of the pipelines and two-thirds 
of the storage area was under contract. It was very slow getting 
going. The engineering was difficult and involved an agreement on 
standards among nations. 

Similarly, the telecommunication program which I mentioned in- 
volved communications from Norway to Turkey. This is coming 
along very well and parts of it have been in use now for over a year. 

The other facilities, the naval installations in the Mediterranean 
were programed last year and are still in the design and engineering 
stage. We anticipate construction activity during the course of the 
next 12 months. 
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The procedures under which these programs are developed are of 
interest, I think, to this committee in that in the infrastructure pro- 
gram the United States is, frankly, only one voice. We do not have the 
sole voice in determining the requirements. They are initiated by 
General Gruenther and Admiral Wright and screened by their head- 
quarters and submitted to the NATO standing group in Washington, 
where they are reviewed from a strategic point of view. General Col- 
lins injects the wisdom of the Joint Chiefs of Staff. They are then 
reviewed in Paris by a group of experts, on which group we have 
placed eminent Americans, including a former vice preeney of 
A. T. & T. and men of that character, who are screening these projects 
in terms of maximum economy. Finally, these projects go to the 
North Atlantic Council, where Mr. Dulles, Mr. Wilson, Mr. Hum- 
phrey, and Mr. Stassen sit representing the United States and put on 
the seal of approval. 

However, this does not end our opportunity to control this construc- 
tion program. Countries who have the responsibility for the actual 
contracting and construction are not entitled to let contracts against 
which they will seek reimbursement from NATO without prior au- 
thority of a committee established in Paris on which we have a 
representative, to which they submit engineering estimates. There 
are at least two inspections during the course of the construction 
project, and finally an audit by an International Board of Auditors 
on which the United States is represented by the present GAO repre- 
sentative in Paris who sits on this as a part-time ‘ob. 

From a financing point of view, prior to April 1953 each program 
was separately prepared and separately financed involving lengthy 
and acrimonious negotiations. I participated in these negotiations 
with the then Secretary of Defense Lovett and Secretary Pace on an- 
other occasion, and each time they lasted between 19 and 22 hours of 
negotiations on the cost sharing. 

Ir. Taner. Does it cover anything beyond airfields? 

Mr. Ernst. Yes. It covers the fuel pipelines, storage tanks, tele- 
communications, naval bases principally in the Mediterranean, emer- 
gency war headquarters installations, and the minimum combined 
training areas so that Belgian and United States divisions, for ex- 
ample, can train together. 

Mr. Taner. Does it cover facilities for the operation of infantry 
troops ? 

Mr. Ernst. No, sir; by and large it does not. They are a national 
responsibility. I presume you refer to barracks, and so forth. 


AVAILABILITY OF FACILITIES IN EVENT OF ATTACK 


Mr. Taper. Are these facilities available, in the event of an attack 
on any one of the nations that are involved in the NATO operation, 
to the United States to use? 

Mr. Ernst. The answer is “Yes, sir”; they are. 
as Taper. And that applies regardless of where they happen to 

Mr. Ernst. Regardless where they happen to be, the allocation 
of use is in accordance with the dictates of the NATO commanders. 
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There are practical limitations. For example, it would not make 
ee sense to move a Norwegian squadron into an Italian airfield 
ecause of communication problems and language and other factors 
of logistic support, but within practical limitations these fields are 
so available. 

The North Atlantic Council attempted, and successfully attempted, 
to solve once and for all the annual debate as to the cost shares 
which would be borne by the various NATO countries. At their 
meeting in April 1953 the Council agreed on a ceiling for the three 
final annual programs and for shares of those programs to be borne 
by each country. This final agreement makes it possible for us to 
know precisely, in the case of this program, what our ultimate lia- 
bility is, and it is perhaps one of the few areas where we do have that 
understanding and knowledge. 

I would be less than candid with the committee if I did not indicate 
that the requirements which we anticipate will be constructed when 
the program is completed do not reflect, amd cannot yet reflect, what 
may be the impact of new weapons on military construction. These 
have not been contemplated or reflected in this program. That ex- 
ception, plus the unexpected contingency of new force augmentations, 
are the two factors not reflected in the $2 billion total. As to addi- 
tional forces, there is no present reason to believe there will be any 
appreciable increase in NATO forces other than the increases we now 
know about, so we feel the $2 billion is as solid as any figure we have 
had in this NATO business. 

Mr. Taner. Are these facilities located out in the country where 
they are all by themselves, or are they adjacent to substantial sized 
communities ? 

Mr. Ernst. With respect to the airfields, they are by and large lo- 
cated away from the great aggregations of population. The other 
facilities do run through cities, such as telecommunication. We 
have utilized the existing system and augmented it, in most instances, 
as the most economical way of providing these circuits. 

Mr. Taser. And for the operation of the airfields do they have a sep- 
arate powerplant of their own available or are they hooked up with the 
community power ? 

Mr. Ernst. The pattern varies. In most instances there are auxil- 
iary power facilities on the airfield, but they are also tied in with the 
grid in the area, again asa matter of economy. 

Mr. Taner. Go ahead. 


FINANCING OF PROGRAM 


Mr. Ernst. The procedure which was adopted permits us to esti- 
mate this year for the first time our total commitment of $780 million 
towards this program. Under section 521 of the Mutual Security 
Act we have been afforded relief from taxes through a series of bilat- 
eral agreements wth other NATO countries, so that this amount is net 
of taxes. This $780 million represents our total commitment in this 
program and it is subject to annual activity, that is, programing and 
appropriation. 

As the committee no doubt knows, the authorizing legislation has 
been so drafted as to provide the authority requisite to conclude our 
contribution to this program subject to annual rejustification and 
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appropriation. This procedure, for the first time, permits us to have 
a coherent planning cycle both for the development of the military re- 
quirements and in the fiscal field, as Mr. O’Hara can amplify, because 
it permits us to know more precisely than heretofore where we stand 
now and where we will stand a year, 2 years, and 3 years from now in 
terms of program commitments, in terms of obligations, and in terms 
of expenditures. 

With respect to the matter of obligations, I would Jike, if you would 
agree, to ask Mr. O’Hara to say a word on that. There is a technical 
variation which should be clear in the committee’s mind as to what we 
mean when we talk about obligation toward these NATO programs. 

Mr. O’Hara. Our obligation base is related to the nature of the in- 
ternational agreements. In the agreements on the second and third 
slices, the first ones to which we were to contribute, these agreements 
specified a certain list of facilities to be completed, and our obligation 
is for the full amount of the value of those projects under this agree- 
ment. There have been some price increases since they started that 
program. 

On the fourth slice and on the fifth slice and the procedure to be 
applied to the remaining slices, there is a review provided prior to 
the time that construction is undertaken or any of the projects under- 
taken, and the obligation is firm only after the completion of that 
review. Thus we have an opportunity to reexamine the projects prior 
to the time a final obligation is incurred. 

Mr. Taner. I did not understand that that is what we were told in 
the statement Mr. Nolting presented. He told us the United States 
share in the second slice was 48 percent and in the third slice 42 percent 
and in the fourth slice 42 percent and in the fifth slice 42 percent. 
You are telling us that we assume the liability for the whole cost. 

Mr. O'Hara. No, sir. We assume liability for our percentage of 
the whole cost. On the second and third slices a percentage of the 
whole slice, but on the fourth and subsequent slices, on each individual 
project when it is approved for construction. The total obligation in- 
curred in this fiscal year under this program, representing the ap- 
provals through May, are a little more than $101 million. 


OBLIGATIONS 


Mr. Wiacieswortn. I understood there had been approved to date 
an overall program of $1.6 billion and that the United States share 
was $600 million. 

Mr. O'Hara. Obligations to date are $449 million. 

Mr. WiaGieswortu. Of which $101 million was in 1954? 

Mr. O’Hara. We estimate $459 million through June 30 or $111 
million for fiscal year 1954. We have also provided for funding based 
on the original schedule of approval for projects. At the present rate 
we would have an eneblignied balance at the end of 1955 of $46.9 mil- 
lion, but we are encouraging them to expedite their action in approv- 
ing projects and we ask for the provision of this additional fund so 
that we will be in a position where we can continuously urge more 
expeditious action in getting this program completed and all the 
projects in process. 

Mr. Wicetesworrn. As I understand it, on the figures you have 
just given us, there would be about $141 million unobligated as of 
June 30 last; is that right? 
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Mr. O'Hara. Actually, $33 million would be unobligated of the 
funds so far provided. 

Mr. Wiceiesworrn. $600 million has been approved ? 

Mr. O'Hara. Yes. 

Mr. Wieeteswortrn. Of which you have obligated $449 million ¢ 

Mr. Ernst. The $600 million represents our commitment in NATO 
to date against which funding to date totals $459 million, of which 
sppporimately $449 million hes been obligated. 

Mr. O'Hara. And in addition we anticipate that during the next 
year obligations proceeding against that commitment would aggre- 
gate in the neighborhood of an additional $100 million. 

Mr. Wicctesworrn. That is not clear to me. You speak first of 
$600 million as the United States portion of the first five slices. 

Mr. O'Hara. Yes, sir. 

Mr. Wiceteswortn. Now you say of that $600 million there is a 
commitment of how much ? 

Mr. O'Hara. No, sir. I say there is an obligation of $449 million 
as of the approvals for May, and we anticipate it will be a little higher 
as of the end of June. 

Mr. Wicetesworru. Off the record. 

(Discussion off the record. ) 

Mr. Wiceteswortu. Of the $600 million, how much has been 
funded ? 

Mr. Ernsr. $459 million. 

What is the obligation figure against the $459 
million 

Mr. O'Hara. There is another $30 million of availability which is 
not actually obligated or funded. 

Mr. Wicetesworru. The availability is $459 million plus the $30 
million reserve, giving you $489 million as of May 31? 

Mr, O’Hara, Avai ability. 

Mr. WicciesworrH. And against that the cumulative obligation 
is $449 million as of May 31, leaving you unobligated as of that date 
about $40 million ? 

Mr. O'Hara. That is correct. 

Mr. Wiceiesworrn. And you estimate $10 million of that may be 
obligated in June? 

Mr. O’Hara. That is correct. 

Mr. Wiceitesworru. And you are now requesting $122.7 million. 
Off the record. 

(Discussion off the record.) 

Mr. Davis. Off the record. 

( Discussion off the record. 

Mr. Ernst. Our contributions toward infrastructure other than the 
1953 appropriations have come from the funds appropriated for mili- 
tary assistance generally and within that there has been a split out for 
infrastructure as distinguished from training or materiel. There 
therefore is no language in the appropriation act or in any previous 
authorizing legislation distinguishing an amount for infrastructure. 
It merely has been included in the total for military aid. The amounts 
allocated to date to the Department of Defense for this purpose are 
represented by $459 million. Is that correct? 

r, O'Hara. I have misled everybody by getting mixed up in some 
figures. The total made available for this program is $459 million, 
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of which the allocations for defense have been $429 million. There is 
$30 million reserved in the Bureau of the Budget, or a total availabil-* 
ity of $459 million. The obligations for infrastructure alone through 
May 31 are $410 million. So that of the amount that has been made 
available for the program, the $49 million is unobligated as of May 31. 

Mr. Forv. According to table A apparently you forecast the last 
month to be $10 million additional obligation ¢ 

Mr. O'Hara. Yes. 

Mr. Forp. So you estimate at the end of fiscal year 1954 you would 
have $39 million unobligated ¢ 

Mr. O'Hara. Yes. 

Mr. WicerrswortH. To which you intend to add $122.7 
under this request ¢ 

Mr. O'Hara. Yes. 

Mr. Wiceteswortn. And that means you will have funded a little 
more than the complete $600 million in the first five slices? 

Mr. Ernst. No. We will have a total funding of $581.7 million. 

Mr. O'Hara. $459 million plus $122.7 million. 

Mr. WiceL_eswortH. How much will be funded? 

Mr. O'Hara. $581.7 million. 

Mr. Wiaeteswortn. $581.7 million will be funded? 

Mr. O'Hara. Yes, sir. 

Mr. Wicerrsworrn. And you will have available for expenditure 
in fiscal 1955—— 

Mr. O’Hara. We will have available for obligation in fiscal 1955 
a total of $161.7 million. 

Mr. WicGiesworrn. Off the record. 

(Discussion off the record.) 

Mr. Wiceitesworrn. You would have available for obligation in 
fiscal 1955 $161.7 million as compared with about $110 million of obli- 
gations in the current fiscal year? 

Mr. O’Hara. That is correct. 

Mr. Ernst. We anticipate an increased rate of activity in this pro- 
gram. As I indicated earlier, it was slow to start and as the commit- 
tee knows the funding requirement cycle of construction projects is 
5 dus out. The first year a construction project is authorized you 

o not spend too much money. 

Lo Wicaieswortu. How much do you intend to obligate in fiscal 
1955? 

Mr. O'Hara. $115 million is our present estimate. 

Mr. Ernsr. That estimate, as was true of the estimate for fiseal 
1954, is based on the current rate; it does not take into account the 
measures we are now taking to improve and increase this activity, 
plus the measures which our European partners are taking. We an- 
ticipate a material reduction in the unobligated balance fe the end 
of fiseal 1955. 

Mr. Wiceieswortu. What is the basis of that $115 million esti- 
mate ? 

Mr. O’Hara. The basis for this estimate is that the infrastructure 
committee has had a schedule laid out which they worked out with 
the countries. The United States representative on that’ committee 
has furnished information to us as to anticipated approvals. This is 
the basis for our estimate. 
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Mr. WiccLeswortn. Do you have a specific list of items in the 1955 
sprogram aggregating $115 million? 

Mr. Ernst. No sir. We do not have that type of list. The coun- 
tries responsible for the execution of these projects come forward to 
the committee with their engineering cost estimates of the projects 
which had been previously authorized as part of the $600 million, and 
we can tell with no certainty what projects in specific terms will be 
brought in by the countries. We have a good guess that they will 
bring in whatever is remaining out of the third and fourth slices that 
has not been authorized, where engineering work has been a prerequi- 
site to construction, and that they will bring in a number on the fifth 
slice and conceivably one or two of the sixth slice projects that will 
be approved next December. 

Mr. Wieeteswortu. Well, I assume this $115 million is about 35 
percent of an overall 1955 effort ? 

Mr. O'Hara. Roughly based on 38 percent; the United States 
share being approximately 42 percent overall, and the tax reduction 
making up the rest of that difference. 

Mr. Wicoteswortn. Have you anything in the nature of the overall 
pesavem of which $115 million is 38 percent ? 

Mr. Ernst. We have, sir, the programs as approved by the Council. 

Mr. WiceteswortH. The Council being what? 

Mr. Ernst. The North Atlantic Council, which is the authorizing 
body, which approved the $600 million. 


APPROVAL OF PROJECTS BY NATO LNFRASTRUCTURE COMMITTEE 


We have a list of those projects. In some instances they are in great 
detail; in some instances not so much detail. We do not have a list 
that constitutes either the $115 million or the total which will be 
specifically approved by the committee during the course of the year. 

Mr. Wiccieswortn. The committee being whom ? 

Mr. Ernst. The NATO Committee to which the countries must 
come to get specific authority to go forward with the projects previ- 
ously authorized by the Council. 

e procedure under which these projects are implemented in fact 
entails a program approval (which is the $600 million) and subse- 
quently the country—Belgium, for example, where the responsibility 
lies for the construction of a specific item—must come before the Infra- 
structure Committee and justify their request. 

Mr. Wiceteswortn. Of NATO. 

Mr. Ernst. Of NATO, on which we have a representative, and they 
vote approval of disapproval on these engineered costed projects 
that the countries submit to them which are in execution of the overall 
9 which has been authorized by the North Atlantic Council. 

e do not know beforehand what specific items or projects the coun- 
tries are going to bring in. 

Mr. Wicctrsworrn. So really we are asked to rely upon the data 
and information which has been presented to NATO, or the appropri- 
ate committee of NATO, and passed along with their approval to 
you here in Washington ? 

Mr. Ernst. That is essentially correct, sir. There is a rigorous 
process of screening. The fourth slice program started out, for ex- 
ample, as a gross requirement of $1,200 million. General Ridgway 
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cut it in half, and when it finally was financed it came out somewhere 
in the neighborhood of $420 million. Subsequent to that each item is 
screened by the experts who have worked for or are now working for 
the Infrastructure Committee, including men like Mr. Harry Hitch- 
cock, from American Telephone & Telegraph; Mr. Sidney Smith, man- 
ager of the Shell Oil pi fine division ; and other representatives from 
Belgium, France, and the other countries. 

There are 14 watchdogs. It takes unanimity to approve a project, 
and it is in the interest of all the NATO nations to see that the proj- 
ects are accomplished at the lowest possible cost. 

Mr. Wieeteswortu. What do you mean by “14 watchdogs” ¢ 

Mr. Ernst. There are 14 member nations in NATO, each of whom 
has a seat at this committee table. NATO operates on a rule of 
unanimity, so each country represented on the committee must be satis- 
fied that the estimates submitted by any given country for a specific 
project are really sound. 

We do have a certain amount of information in these tables that 
I have submitted, sir. Tables 4, 5, and 6 show the status of con- 
struction of the airfields and the pipelines and the telecommunication 
sectors. In the case of the nad system, we have an estimate of 
the action that will be forthcoming in fiscal year 1955 in physical 
terms, which is the real measure of the progress of this program. 

I realize that is not specific line items. It does show, however, a 
rate of activity that perhaps might be helpful to you in answer to 
your question, 

AUDIT OF ACCOUNTS 


Mr. Wieeteswortu. I notice on the unclassified page 7 of the 
document that you have given us the last item says that the infra- 
structure accounts are audited by a board of auditors. 

Mr. Ernst. Yes. There is an International Board of Auditors on 
which the United States is represented in the person of the General 
Accounting Office’s chief of their Paris office. He has taken this 
job on as a part-time duty. We are exceedingly grateful to the Gen- 
eral Accounting Office for permitting him to help us in this respect. 

And the mere existence of this Board of Awditots has been very 
effective and helpful! in ferretting out what might have been instances 
of inflated costs. 

Mr. Wiceieswortu. Who does that auditor or the International 
Board of Auditors report to? 

Mr. Ernst. Directly to the North Atlantic Council. Their reports 
cannot be pigeonholed or layered over so they never see the light of 
day. They report directly also to the governments who have pro- 
vided them—in this case to the United States Government. He is, 
of course, a full-time employee of the General Accounting Office. 
While I have no specific knowledge of his activities in that respect, 
I assume he is submitting reports to the General Accounting Office 
with respect to his activities on this Board of Auditors. 

Mr. Wiceiesworrtn. He is an American official and an international 
official also? 

Mr. Ernst. His pay and allowances are solely provided by the 
United States. This is an extra duty that he has assumed. 

Mr. Wicetesworrn. The FOA as such does not come into the 
picture ? 
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Mr. Ernst. That is right. 
Mr. Wiccieswortn. Any questions, Mr. Fenton? 


STATUS OF INFRASTRUCTURES 


Mr. Fenron. These infrastructures will not be completed until 
about 1958; is that correct ? 

Mr. Ernst. 1958 or 1959, sir. We figure on a 3-year cycle. Where 
a program will get started in 1957, which is the last year covered by 
the moneys that we are talking about, it would take approximately 3 
years for the final stages. 

Mr. Fenton. That would be a $2 billion program when completed ? 

Mr. Ernest. Yes; of which our share is, as indicated, $780 million. 

Mr. Fenvron. Are those fields actually being used now? 

Mr. Ernst. They are. The NATO tactical air units that have 
been created in large measure with the assistance of military aid are 
using these airfields. There are a number which are allocated to the 
United States, for example, of which most are in operation for our 
purposes, for our components of the NATO Air Force. 

There are some which are in the stripped-down category of alterna- 
tive landing strips. Other than those, they are by and large in 
operation, sir. 

Mr. Taper. Off the record. 

(Discussion off the record.) 

Mr. Fenron. Are those other countries keeping up with their 
payments? 

Mr. Ernst. Yes. That is an automatic condition. In order that 
a payment be made all nations must accept the billing, and if any one 
nation does not accept it the 100 cents on the dollar of that particular 
bill would not be achieved and no one is going to put their money in. 
In other words, all the countries would desist from paying. We have 
had no instances of a country defaulting, or refusing to make 
payments. 

NEED FOR FUNDS REQUESTED 


Mr. Taner. Why do you need $160 million if you are only going to 
obligate $115 million next year? 

Mr. Ernst. We anticipate, sir, that the rate of actual construction, 
which is the real measure of the program, will increase during the 
course of the fiscal year 1955 to a point where the unobligated balance 
which we have shown in the table will be materially reduced. The 
figure of $115 million estimated for 1955 is based upon the current 
rate, and it does not take into account the vigorous measures which 
our representatives, both in the committee in NATO and out in the 
field, are taking to assist and prod our allies to go forward and get 
the rest of this program underway more rapidly. There has been 
an increasing tempo through the whole history of this program, and 
there is a lot in the engineering phase now that will blossom forth 
with a little help and assistance and prodding from us. 

Mr. Taner. Is the delay very largely in the French picture? 

Mr. Ernst. There has been substantial delay, but we are encour- 
aged about it at this time. They are beginning to move more rap- 
idly. Contracts are being let for segments of the pipeline. The 
airfield program is well in hand in France. France was slow at the 
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beginning. The responsibility for that lay with France and with 
NATO, because of the newness of the procedures that NATO is 
evolving. 

Mr. Taper. Are all of these setups subject to local construction 
taxes? 

Mr. Ernst. No, sir. These projects are exempt from taxation by 
the nation in which they are located. Under the terms of section 521 
of the Mutual Security Act we have successfully negotiated bilateral 
tax-relief agreements which or us from the payment of identi- 
fiable taxes in all instances on this program. I have a statement 
which our counsel prepared, which I would be pleased to give the 
committee if the chairman desires. It is a technical legal discussion. 

Mr. Taser. Is it in your statement here ? 

Mr. Ernsv. No, sir; it is a separate statement. 

Mr. Taner. How long is it? 

Mr. Ernst. It is two pages. I can leave it with the committee or 
I can read it. 

Mr. Taper. I wish that you would leave it with the committee. If 
we are exempt from the taxes that is all that I need to know. 

Mr. Ernst. It does that, and it shows in some detail the type of 
taxes and the administrative mechanics that go into the determinations. 

Mr. Taner. I do not care anything about that as long as we are in 
the clear on it. ' 

Mr. Ernsr. Right. We are. 

Mr. Gary. What will happen to these infrastructure facilities if 
EDC is not ratified by the member nations? 

Mr. Ernst. I would not say anything would happen to the facilities. 
I know of no policy which contemplates abandonment of our effort to 
stay the hand of the Soviets from future encroachments in Europe, 
even if the EDC is not ratified, as you say. I assume that the militar 
requirement for these facilities will continue as long as there are mili- 
tary forces under NATO command. 


AVAILABILITY OF FACILITIES IN EVENT OF ATTACK 


Mr. Taper. Do you have something from your counsel that the 
answer about the right to use them in the event any one of the NATO 
countries is attacked is correct? Do you have something of that kind ? 
If you do not, I would like to have the committee supplied with it. 

fr. Ernst. I have it right here. That question came up in the 
course of the authorization proceedings, and if I may search a moment 
in the record, I will find the quotation that I made of the NATO 
agreement on this matter, which is a binding agreement. The answer 
to this question, sir, is contained on pages 772 and 773 of the Committee 
on Foreign Affairs’ hearings this year. Mr. Vorys asked me the ques- 
tion as to whether these facilities would be available and under what 
conditions. The answer is that we have an agreement in NATO 
which stipulates precisely that all of these facilities are available for 
use by the forces of the countries contributing to them in accordance 
with the military plans developed by the NATO commanders and 
duly approved by the political agency; that is, the North Atlantic 
rimle In addition, we have an agreement covering the residual 
value rights of these facilities. 
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Mr. Taser. Off the record. 

(Discussion off the record.) 

Mr. Ernst. The infrastructure program does not include facilities 
in Britain other than a few signal connections—radio navigational 
aids, small naval installations and war headquarters that are de- — 
veloped in connection with the Eastern Atlantic Headquarters at 
Northwood, so that question does not come up in connection with 
the infrastructure program. 

(Discussion off the record.) 


PROGRAM AUTHORIZATION FOR COMPLETING UNITED STATES FINANCIAL 
COMMITMENT FOR INFRASTRUCTURE 


Mr. Davis. As I understand it, Mr. Ernst, there is no difference in 
the House and Senate versions of this bill with respect to this $321 
million for infrastructure. Is that correct? 

Mr. Ernst. That is my understanding, sir. 

Mr. Davis. So that is not at issue. This represents your coming in, 
after getting this in annual increments, and you referred to the 
wmnual review in the statement you made earlier; this departs from 
the policy that you had of coming in for annual increments and it 
also departs from the usual procedure which the Department of 
Defense uses in the authorization for United States military con- 
struction of coming in for annual increments. Here you have come 
in for the whole remaining amount. That requires some explana- 
tion. 

Mr. Ernst. We have asked for and we would hope to receive an 
authorization which would permit us to proceed with the program. 
We intend annually to rejyustify and to secure funds. The proof lies 
in the fact that we are here asking for $122.7 million as opposed to 
$331 million. 

Mr. Davis. But there is no annual review any more so far as au- 
thorization goes, is there? 

Mr. Ernst. Yes, sir. We have discussed that question with the 
authorizing committee and we have a clear understanding of our 
obligation to them and they of our undertaking—that we will re- 
justify and that at any time if they desire to reassert their influence 
and interest they are obviously at liberty to do so. 

Tf I might, in connection with this question—— 

Mr. Taser. Do you mean you are asking for an appropriation ? 

Mr. Davis. Authorization, Mr. Chairman. They have asked for 
final authorization for the entire package. 

Mr. Ernst. The authorization permits us to continue with the nego- 
tiation and agreement on programs. There is no sense on our part to 
proceed with the obtainment of actual cash beyond our needs. 

If I might, I have a letter which Secretary Wilson addressed to 
Chairman Chiperfield on this subject which I would read, sir, and 
then hand to you. I think it is relevant to the point which the 
Congressman has raised. 


It is dated April 12, 1954. 
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(The letter referred to is as follows :) 


THE SECRETARY OF DEFENSE, 
Washington, April 12, 1954. 
Hon. Rosert B. CHIPERFIELD, 
Chairman, House Foreign Affairs Committee, 
House of Representatives, Washington, D. C. 

Dear Mr. CHIPERFIELD: At the meeting of the North Atlantic Council in April 
1953 agreement was reached to provide for a long-term businesslike basis for the 
planning of NATO military public works, known as infrastructure. Subject to 
action by their legislatures, the NATO nations agreed on a ceiling for infrastruc- 
ture programs in the years 1954-56, and on a cost-sharing agreement. 

My representatives have placed before you a legislative proposal which reflects 
this businesslike approach in that it provides for a program authorization to 
complete the United States commitment for the financing of NATO infrastructure, 
and recommends actual appropriations only as required for obligation each year. 
This proposal reflects the procedures which we use for our own national military 
public works and makes proper allowance for the time required to construct 
extensive military installations. The entire program will continue to be subject 
to an annual review as well as appropriation. 

This proposal has, to my mind, the following important advantages : 

(a) It provides a firm basis for the military planners to use in developing their 
military facilities programs. 

(b) It establishes a ceiling for this particular phase of the NATO defense 
buildup, the mere existence of which will be strong inducement toward insuring 
that only the most realistic and operationally important military facilities are 
in fact built. 

(ec) It will permit wiser fiscal management by both the United States and its 
NATO partners, including forward planning as to prospective obligations and 
expenditures. 

Since this proposal is unusual in the mutual-security field, I have singled it out 
for especial mention and recommend that it be given favorable consideration by 
your committee. 

Sincerely yours, 
C. WILson. 

Mr. Davis. Is there anything he said in that letter which wouldn't 
apply to the military construction program of the Department of 
Defense for the United States forces / 

Mr. O'Hara. I believe that in the military construction program for 
the United States Forces they go forward usually with the entire 
program which they plan to start and request authorization of the 
total requirement, and then ask for appropriation only on that por- 
tion of it that they think can be placed under contract in the next 
year or so, We are trying to follow somewhat the same thing here 
since we have a total program to cover representing a $780 million 
United States contribution, and we are asking now for the authoriza- 
tion. 

Mr. Davis. As a matter of practice, Mr. O'Hara, there has been an 
authorization bill every year and they have come in and asked for 
the funding of the major portion of every one of those in the years 
that I have had anything to do with the program, which is a different 
practice than what we are doing here. It seems to me that anything 
that the Secretary has said with respect to this would also apply to 
the military construction program of the United States Forces, would 
it not? 

Mr. O’Hara. Except for one thing: The United States program for 
our forces has not been on a basis of starting a project with some un- 
certainty as to the future completion of it, as a rule. In other words, 
we have been in a firmer program position in the sense of going ahead 
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with construction on our own domestic program up to now than we 
have been on this one. I think this tends to balance out that difference. 

Mr. Ernst. There is a risk in this, Mr. Davis, which is this: Con- 
ceivably NATO might authorize the commencement of a section of 
the pipeline. We and others might contribute our shares toward that 
in a given fiscal year, let us say fiseal 1955. 

The Congress, or the parliament of any nation, for that matter, 
might decide subsequently that it did not desire to pursue this par- 
ticular expenditure. 

NATO, and all of us, then would be struck with an unusable incre- 
ment. That risk is incurred. There is no question about it. To the 
maximum possible the programers, and the members of the infra- 
structure committee staff in Paris, are under instructions to approve 
country proposals only if they are usable increments. 

Mr. Gary. Have any incidents of that kind arisen thus far? 

Mr. Ernst. No, sir. 

Mr. Davis. The way this thing is set up, though, certainly this 
NATO group has the authority, now that we are given the whole pack- 
age, we have to assume that this list of classified projects which Mr. 
O’Hara was good enough to bring up here for me to look at in the 
last couple of days, we have to assume that you can add all of those 
projects up with a fairly firm estimated cost and come out with some- 
thing over $2 billion, of which our share is $780 million. Isn’t that 
correct ? 

Mr. Ernst. Yes, sir. 

Mr. Davis. And this group has the authority, then, to commit the 
United States to the expenditure of those funds so that all this com- 
mittee has the right to do as a matter of practice is to decide how fast 
the money sorbic will be spent. 

Mr. O'Hara. I wouldn’t quite agree with that. I don’t know Mr. 
Ernst’s views on it, but I would be fairly certain, if I—— 

Mr. Davis. We have breached the agreement of the representatives 
of the United States Government if we don’t give you every dollar 
you ask for. Is that right? 

Mr. O'Hara. We have a commitment to complete these programs 
when this law is passed with this authorization in it, yes. On the 
other hand I might add that if I were the United States representa- 
tive on the committee, and approving these projects to go ahead, I 
would certainly expect to get guidance as to the views of the Govern- 
ment as reflected in law and in the policy of the President, as to what 
rate we should agree to put up funds. The emphasis is on our pro- 
ceeding as expeditiously as possible toward total completion. 

Mr. Ernst. I might add as an historical footnote, Mr. Chairman, 
that before the United States representatives entered into this long- 
term concluding agreement a year ago April, there were consultations 
by, I believe, Mr. C. Tyler Wood and certain members—I was not 
party to them so I cannot be precise—certain Members of both Houses 
of Congress, sir. I don’t know whether in that consultation he talked 
with you or not, but 

Mr. Taper. No. 

Mr. Ernst. We did not go into this long-term agreement without 
having at least some opportunity to discuss it. 
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Mr. Taser. At that time Mr. Cannon was the chairman of the com- 
mittee, and as I remember it Mr. Gary was the chairman of this sub- 
committee and Mr. Wigglesworth was the ranking member. 

Mr. Ernst. It was April of 1953, sir. 

Mr. Taner. That is correct. That is when it was. That is what the 
picture was at that time. 

While T was the ranking member on the whole committee, I do not 
remember being consulted about it at all. 

Mr. Davis. April of 1953 is when this subcommittee was constituted 
as it now is. 

Mr. Taper. 1953? 

Mr. Ernst. Yes, sir. 

Mr. Taser. I wasn’t approached by Mr. Wood. Were you? 

Mr. Davis. No, I was not. 

Mr. Taner. Mr. Gary? 

Mr. Gary. I do not recall it, Mr. Chairman. 

Mr. Taper. I know I wasn’t. I was the chairman at that time of 
this subcommittee. 

Off the record. 

(Discussion held off the record.) 


NET CONTRIBUTION OF UNITED STATES TO ALL INFRASTRUCTURE 


Mr. Davis. How.do you reconcile this $780 million figure with the 
statement which appears on page 150 of the hearings in the footnote, 
last year, that the United States net contribution minus taxes to all 
infrastructure is $734 million ? 

Mr. Ernst. I reconcile that, sir, by the ever unexpected but ever- 
occurring creeping up of cost estimates. 

We have now effectively estopped such further cost estimates by an 
agreement in the North Atlantic Council which constitutes cost ceilings 
for the second and third slices which were originally entered into, the 
agreements thereon were entered into, on the basis of fairly frag- 
mentary cost estimates with an open-end clause which says in effect, 
“We also will agree to bear whatever proportionate shares there are of 
increases over the cost estimates which were the basis of the actual 
cost sharing.” 

We have now effectively altered that clause by establishing a total 
ceiling for all programs and individual ceilings for each of these 
slices. 

Mr. Davis. Can you bring that table on page 150 up to date, then, 
in accordance with your revised figures on that ? 

Mr. Ernst. That is in the group of tables which I have submitted, 
I believe table 2. 

Mr. Davis. Were they submitted for the record ? 

Mr. Ernst. Yes, sir. There are some tables I have edited because 
of the classification but the tables were submitted for the record. 

Mr. Taper. This one is unclassified ¢ 

Mr. Ernst. Yes, sir. 

(The table may be found on p. 253.) 

Mr. Taner. What about table 1? 
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Mr. Ernst. Table 1 shows distribution of these projects by country 
and category. I have appropriately edited that by the deletion of 
the interior detail, and I have iven the reporter a copy of that. 

Mr. Davis. You declassified that ? 

Mr. Ernst. Yes, sir. I have done that with all of these tables. 

Mr. Taser. I see $703 million for France and $333 million. Will 
you reconcile those ? 

Mr. Ernst. $703 million represents value of projects to be construct- 
ed in France. The $333.3 million figure in table 2 represents the con- 
tribution of the French toward the total program. In other words, 
their share comes to about one-half of the cost of the construction 
to be done in France. 

The net contributors are the United States, Canada, and the United 
Kingdom. Belgium is close to the borderline, I think. 

r. Davis. In that connection I note that the second slice, which 
was the first one in which the United States participated, has been 
an increase in the estimated cost of over $120 million which is well 
over a 50 percent increase from the original estimate. 

Mr. Ernst. Yes, sir. The original estimate was $222.6 million, and 
it has so increased. 

Mr. Davis. And that increase has been accepted, has it ? 

Mr. Ernst. Yes, sir. It was partly reflective of the increase of cost 
of raw materials due to the Korean war, and in part due to very 
poor estimation. 


SCREENING OF PHYSICAL FACILITIES 


Mr. Davis. Has there been | screening, any effective screening, of 
a 


the physical facilities contemplated since the time this second slice 
was set up? 

Mr. Ernst. Yes, sir; there has been. At this very moment actually 
there have been three such screenings, and at this time there is a sub- 
committee reviewing the past programs with respect to those proj- 
ects on which there are sizable portions which have not yet been com- 
menced or contracted for, to determine whether any can be either de- 
ferred, deleted, or altered, in light of subsequent developments. 

Mr. Davis. It is interesting to note that during this same period 
the bulk of this program is for airfields—which the United States 
program of construction during this time, during about the same 

riod of time, has decreased in its scope from estimated $914 billion 
pa to $7.6 billion. We certainly don’t see anything like that in 
this program. 

Mr. Ernst. No, sir, you do not. This program didn’t start until 
somewhat later. I would also point out that with regard to facilities 
in the Mediterranean area in particular, Greece and Turkey did not 
adhere to the North Atlantic Treaty until February of 1952, at the 
Lisbon meeting. Those are both areas in which there are very few 
facilities, military or otherwise. The estimate we have shown in here 
of the way the pattern will be in the future shows a pretty heavy switch 
toward that area, which is deficient in many ways—communications, 
airfields, and so forth. 

Mr. Davis. Off the record. 

( Discussion held off the record. ) 
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Mr. Davis. Apparently the slices 6 and 7, which are the 2 final 
slices, are scheduled to total somewhere in the neighborhood of $192 
million, or something close to that. Is that correct? 

Mr. Ernst. Slices 6 and 7 will run about $400 million. 

Mr. Davis. The United States share? 

Mr. Ernst. Yes, sir. The United States share will be about $180 
million. 

Mr. Davis. Are those meetings scheduled now so that we know about 
when those slices will be decided upon? 

Mr. Ernst. Yes, sir. 

Mr. Davis. When will those slices be decided ? 

Mr. Ernst. The sixth slice will be before the North Atlantic Council 
for adoption probably in December of this year. It is in hand in 
military channels at the moment. The Supreme Commanders have 
I believe, submitted their first cut of their requirements and from here 
on through until December there is a rigorous ai of screening. 
The same time cycle applies to the seventh slice. It will be culminated 
in an agreement or decision in December of 1955, a year from this 
coming December. Contracting can get underway the following 
spring and a certain amount of construction we would hope will get 
started during the summer season, the summer of 1956. 

Mr. Davis. I wonder if you could furnish us a classified list, for the 
committee files only, of those installations of infrastructure which have 
been either deferred or substantially modified for some reason or an- 
other—the ability to get the site, failure to get agreement with the 
host country, or something like that, since the time this $2 billion 
ge ae was put up, so we will have some idea as to what in that list 

saw were not actually ready to go ahead with as of this time. 

Can you give us that ? 

Mr. Ernst. Yes, sir. It may take a little time. We may find we 
will have to ask our people in Paris, who are the masters of the detail 
to prepare certain of that information. 

(The information will be supplied to the committee. ) 


BASIS FOR UNITED STATES CONTRIBUTIONS 


Mr. Davis. Briefly what was the basis on which our contribution to 
this whole thing was decided ¢ 

Mr. Ernst. Very tough negotiations, sir, with not any great degree 
of logic. We commenced the negotiation with the excellent. position 
that the United States should contribute zero. This was Secretary 
Lovett’s view. That was on the basis that what was basically involved 
was land, labor, lumber, concrete, all of which were available without 
any dollar expenditure. There might be some few dollars involved in 
telecommunications, electronics, and so on. 

On the other hand, our partners started with the position that we 
ought to base our contributions on the capacity to pay as developed by 
either the OEEC or the U. N. economists. The figure comes out in 
the NATO context of about 72 or 73 percent. We started that far 
apart. 
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It was a rigorous exercise in trying to arrange principally among 
the United States, United Kingdom, and France as to how much 
they could pick up. 

We then fered to pay a share based on use. If 10 percent of the 
forces were United States forces, then 10 percent of the airfields would 
be paid for by the United States, and so on. That obviously was not 

oing to produce agreement. General Eisenhower was breathing very 
al down the backs of the Ministers of Defense collectively, and dur- 
ing the course of the summer of 1951 the negotiations went on in Lon- 
don. They were then transferred to Ottawa at the time of the Ottawa 
Council meeting, Secretary Pace representing the United States, hav- 
ing met for 19 hours with M. Rene Mayer, Minister of Finance in 
France, and Mr. Emanuel Shinwell, the British Defense Minister, 
and asa result agreement was reached on the second-slice cost sharing. 
The United States percentage was well above what we had been origi- 
nally prepared to accept, and, as a matter of fact, what had been the 
maximum position established by the executive branch of the Govern- 
ment. 

The increase was based on the consideration that we had not con- 
tributed to the first slice, although those projects were taken over by 
NATO, and in terms of that we went to the 48 percent. 

Subsequent negotiations varied around the points that were in- 
volved. At one point during the subsequent negotiations agreement 
was missing by somthing less than 1 percent, which could not he found. 
Countries eg 2 reached their limit. They were cabling back to 
their defense ministers or treasuries for more authority and finally 
the logjam was broken in that instance by the British increasing their 
contribution. 

Mr. Fenton. Is it not a fact that they tell us what we really have 
to pay? I think that is true; they tell us what we have to pay. I 
saw that in 1948, when I was over in Geneva. I do not think we have 
anything to say at all about it. They tell us and dictate what we have 
to pay. 

Mr. Gary. Off the record. 

(Discussion off the record.) 


OBLIGATIONS 


Mr. Davis. I have one remaining question: How did you arrive 
at this figure of $122.7 million? 

Mr, O'Hara, The figure of $122.7 million was arrived at, sir, on the 
basis that we were trying to anticipate the amount of the obligations 
which could be expected under their schedule, as given to us to be firm 
during the following quarter, in addition to those that they had sched- 
uled for fiscal year 1955. In other words, to try to bring them up 3 
months faster in approval of projects than their schedule, as then 
contemplated, would bring them. 

Mr. Davis. Does this $115 million you have given in the justifica- 
tions for fiscal year 1955 reflect that speedup? 

Mr. O'Hara. No, sir; it does not. It is based on the actual sched- 
ule we have, because we figure that is the best estimate. We hope to 
get them faster. 
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Mr. Davis. You are trying to get them to work at a schedule which 
would give us what figure of obligation that would be comparable to 
the $115 million? 

Mr. O'Hara. $161 million, sir. 

Mr. Davis. You are trying to get them to obligate an amount that 
would make our share $161 million ? 

Mr. O'Hara, That is correct. 

Mr. Davis. In fiscal year 1955? 

Mr. O'Hara. That is right, sir. We feel if we do that we are gain- 
ing by doing it, because we get more rapid action in the construction 
of facilities we feel are necessary for our security in this mutual 
defense. 

Mr. Davis. If we were to assume that the $115 million which the 
justifications show as your estimate were a valid figure, then the need 
for new appropriations would be $76 million rather than $122.7 mil- 
lion; is that correct? 

Mr. O'Hara. Yes; that is correct. 

Mr. Ernst. If I may interpose, sir, that would not assume any re- 
duction in the $39 million unobligated balance we projected at the 
end of fiscal year 1954. We do anticipate a reduction in that and the 
$47 million we have shown as unobligated balance during the course 
of fiseal 1955. 

Mr. Davis. That would assume the reduction of the unobligated 
balance. The $76 million figure which I quoted was derived by sub- 
tracting from the $535 million, which you have listed in the justifica- 
tions as your total obligations through the fiscal year 1955, the $459 
million you have shown, which would give us $76 million to carry you 
through that estimate. 

Mr. O'Hara. That is correct on that assumption, Mr. Davis. 


TRANSFER AUTHORITY 


Mr. Forp. Under the authorizing legislation for fiscal 1954 did you 
have the authority to transfer in or out from this program? 

Mr. O'Hara. Yes, sir; we do. 

Mr. Forp. Were any transfers made? 

Mr. O'Hara. Under the authorizing legislation for fiscal year 1954 
all of the funds in title I were available for infrastructure if they had 
been so required. Section 521 provides authority to use any of the 
funds appropriated for military assistance in Europe for the purpose 
of facilities for collective defense. 

Mr. Forp. It is my recollection that in the appropriation bill for 
fiseal 1954 and perhaps in the authorizing bill for fiscal 1954 there 
was a dollar amount set forth for infrastructure 

Mr. O'Hara. There was, sir. That was $166 million. There was 
also a reduction. Actually, the $150 million is somewhat less than a 
percentage application of the reduction that was made in Congress 
in the appropriations request. 

Mr. Forp. What did you actually get in the appropriation bill for 
fiseal 1954 for infrastructure 

Mr. O'Hara, No specific sum, sir. 

Mr. Ernst. It was part of title I funds for military aid, sir. In 
the justification hearings we spoke to a figure of $166 million. 

Mr. Forp. But in the justifications before the committee you had a 
dollar amount set forth that you anticipated you would use. 
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Mr. O’Hara. That is right. 

Mr. Forp. What was that amount? 

Mr. O’Hara. $166 million, Mr. Ford. 

Mr. Forp. The final figure which was allocated to you was what 
amount ¢ 

Mr. O’Hara. $150 million, sir. 

Mr. Forp. There has been no change in or out following that initial 
allocation? In other words, after you have your original $150 mil- 
lion you have not made transfers in or out under your flexibility 
provision ¢ 

Mr. O'Hara. We have not,no. We have not done that. 

Mr. Forp. It might have been possible under whatever authority 
you had ? 

Mr. O'Hara. It could have been. 

Mr. Forp. Under the authorizing legislation ? 

Mr. O'Hara. That is right, sir. 

Mr. Gary. As I understand it, any portion of the military assist- 
ance funds could be used for infrastructure ? 

Mr. O'Hara. That is correct. 

May I add one thing to that, Mr. Ford? In the House Foreign 
Affairs Committee in the language that was originally proposed the 
executive branch put in amended language which made certain that 
the amount, regardless of how much was applied in prior years, 
would not in total exceed the amount of $780 million estimated for 
the entire program. So that to the extent that additional funds 
were provided from fiscal year 1954 or prior years by allocation to 
this program the subsequent appropriations would likewise be 
reduced. 

Mr. Forp. The provision which is in the House version, as I un- 
derstand it, there was no change made in the Senate version. You 
sbaply have a top ceiling. You have no amount set forth for fiscal 
1954? 

Mr. O'Hara. We have two things, sir. We have the top ceilin 
and a new authorization of not more than $321 million, the two o 
of which combined impose the application of at least $459 million 
from prior-year funds to this program, which would include this 
$150 million from fiseal year 1954. 

Mr. Forp. You are now justifying this year $122.7 million ? 

Mr. O'Hara. As an additional appropriation under that $321 mil- 
lion authorization. 

Mr. Forp. Under this material which was given to all members 
of the committee a day or so ago, entitled “Foreign Operations Ad- 
ministration, Estimated Transfer Authority Under Section 501 of 
H. R. 9678” further down under “Section 104, Infrastructure” it 
indicates “Maximum transferability, $26.9 million” with a footnote 
B under section 104 (c) of H. R. 9678 : 

No new funds may be transferred into this section; however, funds may be 
transferred out of this section as indicated. é 
What does that mean? 

Mr. Murreny. The fact that it is a one-way proposition, Mr. 
Ford. In other words, the reason why there can be none trans- 
ferred in relates back to the statement made by Mr. O’Hara a minute 
ago about the application of a total ceiling to the amount of money 
that can be devoted to infrastructure. It would defeat the purposes of 
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that ceiling if the law allowed us to transfer only into the infrastruc- 
ture account. 

Mr. Forp. However, I assume that you are getting your military 
assistance sum, whatever you get, in a lump sum, as you did in fiscal 
year 1954, and you have the authority to take from that lump sum and 

ut into the infrastructure more than $122.7 million if the executive 
ranch makes that decision. 

Mr. O'Hara. No, sir. 

Mr. Murpny. No, sir; that would defeat the ceiling imposed in the 
authorization bill by the House of $780 million. 

Mr. Forp. But this $122.7 million does not take you above that top 
ceiling? 

Mr. Murrny. Oh, I see what you mean. Yes, you are right, in that 
sense. If in fiscal year 1955 a need developed for more than $122.7 
million it could be conceivable we could put more money in and still 
not break the $780 million ceiling. That is correct. 

Mr. Forp. That is the point I was trying tomake. During this fiscal 
year you have authority to put in as much as you wish up to the top 
ceiling of $780 million; is that not correct? 

Mr. Murpuy. Iam not sure. I would like to look it up. 

Mr. O’Hara. That is correct. 

Mr. Murrny. Is it correct? 

Mr. O’Hara. Yes. 

Mr. Murruy. My recollection was that in section 501 the section 
referred to had a specific exemption in it at one time on infrastructure. 

Mr. O’Hara. It did have at one time. 

Mr. Murruy. It may have been dropped out. 

Mr. O’Hara. Yes. 

There is another item, sir, in subsection (b). There is an authoriza- 
tion to transfer from the general military assistance authorization for 
other purposes facilities for collective defense, but not for NATO 
infrastructure in fiscal year 1955; not to exceed $50 million. There is 
also, however, in subsection (c) a restriction which says: 

Notwithstanding section 501 of this act, no funds other than those referred to 
in subsections (a) and (b) of this section may be expended for the purposes 
of this section. 

Mr. Davis. You cannot transfer anything, then. 

Mr. O'Hara. I would like to say that the answer to Mr. Ford’s pre- 
vious question is correct. Not by transfer from other appropriations 
covered by section 501, but from the unexpended balances there could 
be an additional application to infrastructure. To the extent that 
there were, it would count against the ceiling and lower the effective- 
ness of the provisions of the authorization for appropriation in sec- 
tion 104 (a). 

Mr. Forp. Under no circumstances could you transfer anything 
more than up to the $780 million ? 

Mr. O'Hara. That is correct, sir. 

Mr. Forp. I do not quite understand this material which was given 
to us by the Foreign Operations Administration, from which I quoted. 
They have here that you could transfer up to $36.9 million. Does that 
mean transfer out ? 

Mr. Murruy. Yes. 

Mr. Forp. All right. The testimony shows you just have a lum 
sum. You are only justifying what you expect the executive branc 
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to allocate to you. They could just not allocate that much, and it 
does not make any difference, as far as your records are concerned. 

Mr. Murrny. As a practical matter we are asking for three sepa- 
rate and distinct appropriations under chapter 1 of title I, Mr. Ford. 
One is under the general authority for military end items and train- 
ing; the second being for infrastructure; and the third one being for 
mutual special weapons or development of weapons of advanced 
design. 

There would be three distinct appropriation acts under the proposal 
we placed before you, This indication of transfer out is an estimate 
of the unexpended balance plus the new appropriation for infrastruc- 
ture of $122.7 million. In other words, the sum total would be $269 
million. 

Mr. Davis. $26.9 million. 

Mr. Mourruy. Well, 10 percent of the $269 million would vive the 
$26.9 million. The $269 million is composed of $122 million new 
money and $147 million unexpended balance previously available for 
infrastructure. 

Mr. O'Hara. That is right. 

Mr. Forp. Your figure of $26.9 million is predicated upon your un- 
obligated balance plus what you are justifying here. However, as- 
suming you get a lump sum under title I, that $122.7 million may 
never be a reality, and you do not have any real transferability be- 
cause you may not get that amount or any amount to transfer. 

Mr. Murpny. That is right. This whole table is made up in theory, 
sir, of what the possibilities would be if all the requests for authoriza- 
tion and all the appropriations were made. 

It is strictly theoretical. 


BUDGET RESERVE 


Mr. Anpersen. I will refer this question to Mr. O'Hara. You men- 
tioned this morning about $30 million being placed in the reserve with 
the budget. 

Mr. O'Hara. Yes, sir. 

Mr. Anversen. Just what is the status of that? Is that available to 
the President for any purpose he might care to use it? 

Mr. O'Hara. Its present status, sir, is that it is governed by provi- 
sions of the Mutual Security Act of 1954, and it is available for obli- 
gation in July if it were actually allocated in accordance with the 
terms of Public Law 475, the joint resolution that gives obligational 
authority within a total ceiling during July. Actually, the status 
of it is, and I imagine will continue to be, that it is reserved in the 
Bureau pending a request for apportionment based on actions to ob- 
ligate these funds by the infrastructure committees in Europe. 

Mr. Anversen. It would appear to me that the Bureau has sort of 
taken it out of the hands of you people to that extent and placed it in 
a different fund, and this would appear as if it might be unnecessary. 
What was the reason for taking it out of your direct control and 
putting it in reserve ? 

Mr. O'Hara. Well, sir, I could not answer for their reasons. I 
think primarily it was to make certain that that much money was 
applied to the infrastructure program. 

Mr. Anpersen. It was not because of the fact that you would not 
need it? 
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Mr. O'Hara. It was because of the fact that on our obligation rate 
as it was then proceeding it appeared obvious we would not need 
it in fiscal year 1954. We actually did not request it to be appor- 
tioned by the Bureau and agreed to its being held in reserve. 


OBLIGATIONS 


Mr. Taser. I wish you would turn, Mr. Murphy, to the report of 
obligations that was given to us, the third sheet of this document, 
as of the 31st of May. On the third sheet the third item from the 
last in the second column indicates the obligations of infrastructure 
in 1954 down to the 3ist of May as being $65,391,713, yet on this 
table 8 we have been furnished this morning it is shown to be $115 
million. All I want to know is why / 

Mr. O'Hara. Sir, the amount on table No. 8 estimated for the 
fiscal year 1954 is $111 million. The obligations for the actions taken 
by NATO 

Mr. Taser. We were told just a few minutes ago that those obliga- 
tions were $111 million down to the 31st of May. 

Mr. O'Hara. Sir, I would like to go back, if I may, and state what 
1 remember to have been said for the record. 1 will be glad to check 
it against the record. 

The amount that has been obligated as a result of the documents 
received from NATO, where these approvals are made—other docu- 
ments dated approximately May 20—is $101 million. All of the 
documents for May and those for June have not yet been received. 
As of now, as of June 30 the amount of documents that had been 
received covered only those through May 20. 

Now, the obligations that are reported on this report as stated 
at the time it was submitted are the obligations sain v4 as of May 
31, which were at that time $65,391,000, because the annual inven- 
tory document covering certain adjustments in price and the approval 
of additional projects was not received here until around the early 
part of June. That was recorded in June. The amount that was 
recorded on the document through May 20 was $101 million, sir. 

Mr. Taper. If that was the amount recorded in the Washington 
office, why did it not appear in this table that was furnished us/ 

Mr. O'Hara. It was not recorded in the Washington office on May 
31, Mr. Taber. What is reported to you is what was recorded in 
the Washington office on May 31. 

Mr. Taser. I thought you told us it was $101 million in the Wash- 
meee office on May 20. 

r. O'Hara. No, sir. I said the documents approved on May 20 
were recorded now in the Washington office. Those totaled $101 
million. We have not gotten the complete story for June and it will 
be possibly a matter of 2 or 3 weeks beforegve have the complete obliga- 
tions through June 30. Our estimate is that those, when they are 
will be $111 million. 

Mr. Taper. Does that mean that there were obligations in May in- 
volving something like $45 million? 

Mr. O’Hara. No, sir. The documents that were actually received 
and posted in June, which included some for April and all of May, 
totaled to thirty-six-million-and-odd thousands of dollars. I might 
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add, sir, that that also applies to a number of these other things, that 
the obligations of record as of the end of any month are by no means 
necessarily the total obligations, because of the time it takes to get to 
the records the documents that represent the obligations of funds. 

Mr. Taser. Frankly, I am disturbed to run into that sort of thing, 
because I do not know what to make of it. We ought not to say that 
they were the obligations by area and commodity category during 
fiscal year 1954 through the 31st of May unless we meant it. That 
is ind of hard for me to make up my mind on, as to how to approach 
the situation. 

Mr. O’Hara. Those, sir, are based on the reports that we received. 
They are based on the records that are maintained in the reporting 
offices. They are closed out each month at the end of that month on 
the actual receipts of obligating documents during that period. At 
the end of June 30 the books are held open for an additional sot 
as they are in most commercial transactions, to cover the flow of 
documents to get a true accrual picture as nearly as we can without 
unduly delaying reports. Any attempt to make a statement of esti- 
mated obligations has to be based on reports we receive, «nd that has 
to be based on the records they have as of the end of any fiscal period. 

Mr. Taser. It is now only 6 weeks since the end of May. When this 
was brought up here it was only five. Frankly, it is rather difficult 
to understand how it would be possible that there could be such a 
lag in reporting of obligations. 

T guess that is all I care to say on that. 

r. Gary. In addition to the NATO infrastructure program the 
United States is also building certain military installations for its 
own use, and for which it pays the entire cost in each of these coun- 
tries; is that not correct? 

Mr. Ernst. Yes, sir; that is correct. We are spending additional 
funds outside of the infrastructure p m for installations that 
are not of the NATO program at all. We are also augmenting cer- 
tain of the NATO facilities, in that NATO standards do not provide 
for example, housing, on these airfields. Those items are a national 
matter. There is too much variation between our standards and the 
standards of other countries to arrive at a common standard of 
construction for such items. 

Mr. Gary. Are we not also building facilities for our own use, 
for which we pay exclusively ? 

Mr. Ernst. Yes. In some instances we are, sir. 

Mr. Gary. Therefore they are for our exclusive use. 

Mr. Ernst. Yes, sir. 

Mr. Gary. Have you any idea what the total progran: amounts to? 

Mr. Ernst. During the fiscal year 1950 through 1954 period the 
for military construction in the NATO area, exclusive 
of our contribution to infrastructure, amount to approximately $1.5 
billion. This question came up, and I have supplementary material 
which I can make available to you, sir. 

Those amounts were predominantly for the Air Force, $1.1 billion; 
just under $300 million for the Army ; and $130 million for the Navy. 
Of this total, approximately $350 to $400 million is direct] attrib. 
utable to NATO in the form of augmentations to NATO infra- 
structure facilities. 
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Near East, Arrica, AND SourH Asta 


Mr. Taper. We will resume now with the military assistance 
presentation. 

Mr. Murrny. We have four countries in the Near East where we 
have programs to explain if you like. 

Mr. Taser. All right. 

Mr. Morpny. And after that Latin America. 

General Stewart. Yesterday afternoon we had gone down the 
countries in Europe, giving you certain specific information which 
you indicated you desired. I am prepared to carry on with that 
ey with the Middle East. 

Mr. Taper. You want to start with the Near East? 

General Stewart. Yes, sir. 

Mr. Taper. Off the record. 

(Discussion held off the record.) 


General Stewart. The first country would be Ethiopia. 

Mr. Taper. Page 167? 

General Stewarr. Yes, sir. 

Mr. Taper. You want 114 million? 

General Stewart. No, sir. The page is 170, Mr. Chairman. We 
have a small program in Ethiopia. 

Mr. Taper. Why is it that program does not show on page 167? 

Off the record. 

(Discussion held off the record.) 

Mr. Taper. Does that cover your 1954 program ? 

General Stewart. Yes, sir. This program started in 1954. 


COMPLETION OF DELIVERIES IN FISCAL YEAR 1955 


Mr. J anee. What is the program and what do you expect to do 
in 1955 % 

General Stewart. We expect to complete the deliveries for this 
in 1955. 

Mr. Taser. How much? The whole remainder to be delivered? 

General Stewart. Yes, sir. We expect to complete that, sir. We 
are asking for no money in 1955. 

Mr. Taser. What will it consist of? 

General Srewarr. The items we are furnishing are almost entirely 
small arms, small arms ammunition, and a few vehicles, and a little 
artillery, sir. 

Mr. Taner. And small arms? 

General Stewart. Yes, sir. That is ammunition you are looking 
at, Mr. Chairman. 

The Emperor was here recently. He was followed by his Prime 
Minister. He made a great plea for an increase in this program. 

Mr. Taser. You do not need to tell us about that. If you do it 
tell it off the record. 

General Stewart. All right, sir. 

(Discussion held off the record.) 
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GREECE 


General Srewart. The next country is Greece, Mr. Chairman. My 
program is on page 176. 

Mr. Taper. Off the record. 

(Discussion held off the record.) 

Mr. Taser. All right, General. Proceed. 

(Discussion off the record.) 

Mr. Taser. That appears on page 177. 

General Stewart. What is correct, sir. 

Mr. Taper. Most of it is in the Army, and it is mostly routine stuff 
that they have on hand for quick shipment so there will not be much 
lead time on most of this? 

General Srewarr. That is correct. 

Mr. Taner. That is about it, is it not? 

General Srewarr. I can certainly agree with you up to the point 
where you say it is more or less routine. It takes me a long time to 
get my hands on it for some reason or other. So far as I am concerned 
it has quite a routine. 

Mr. Taner. It doesn’t take long to turn it out of the factories or to 
get it to roll? 

General Stewart. That is right. 

Mr. Taser. You do not buy a special truck or cargo wagon that is 
built especially for the Army, or something like that; do you? 

General Srrewarr. They get the same type of equipment that we 
are using in our Army, sir. 

Mr. Taser. Instead of using stock material, the Army had a bad 
habit of using specials. It caused considerable trouble on deliveries 
and it made considerable trouble when they got out to use it and 
couldn’t get the spare parts. 

Have they gotten over that disease? 

General Stewart. No, sir. 

Mr. Taper. Do they still have it? 

General Srewarr. Yes, sir; worse than ever. 

Mr. Taner. They need educating, then. 

General Srewart. I am criticizing my own family, sir, but there 
are two schools of thought. I was always of the school that said 
you should have something that would run. There is another school 
that wants perfection. When you get perfection, you don’t have the 
man who can make it run. I sevepaalle happen to be on the side 
where I want it to work. 

I once had 85 tugs at anchor in the harbor at Manila and only 1 
would work. The steam tug that the Filipinos were using, could be 
fired up and run across the harbor. 


TRAN 


General Srewarr. The next country is Iran. 

(Diseussion off the record.) . 

Mr. Taser. And the rest for odds and ends? 

General Stewart. Yes, sir. 

Mr. Taser. There isn’t anything special in that setup, is there? It 
is all routine? 

General Srewarr. All minor types of equipment, sir. 

Mr. Taser. The next item? 


TurKEY 


General Srewarr. Page 230 in your book, sir, Turkey. 

Mr. Taser. You had how much there? 

General Stewart. I would like to comment off the record about this 
program if I may for just a moment, sir. 

Mr. Taper. All right. 

(Discussion held off the record.) 


UNDISTRIBUTED BY CoUNTRY 


General Stewart. In the sheet which I shall turn over to the com- 
mittee we have carried down here an item which is “Undistributed 
by country.” 

Iam told by the people who keep these records that there are certain 
general items that are sent in to a depot that we control and are issued 
out there against requisitions. ‘The amounts that have been delivered 
are shown on this sheet. 

I have Latin America, sir, in exactly the same form. 

Mr. Wiecieswortn. What about the item “Undistributed, by 
country” ¢ 

General Srewarr. For the Middle East, sir? 

Mr. Wieeieswortu. The Near East, Africa and South Asia. 

General Srewarr. That item appears in each area, Mr. Wiggles- 
worth, 

Mr. Wiaciesworrn. We had part of the item explained for Europe 
this morning. 


General Srewarr. On page 149 we have the explanation of that. 
Does the figure for 1955, check, sir? 

Mr. Wiceresworru. Yes; that is right. 

General Stewart. Of that, some is for equipment and supplies, 
selected support for aireraft, and for technical order compliance kits, 
which we are required but which we do not program by country but 
use as necessary. 


OTHER TRAINING PROGRAM 


For training under “Other training,” we send these technical teams 
out and they visit not just one country but they go from one country 
to another. They do not adapt themselves to charging it to one 
country. 

Mr. O'Hara. There are permanent setups of field training personnel 
who work.with battalions and other units actually in the field as 
advisors to those units. That is the major part of that item, sir. 

Mr. Wiceieswortrn. That is training money made available for 
each country ¢ 

Mr. O’Hara. It is primarily training in United States schools, or 
mobile training units that work in their establishments, 

Mr. ANDERSEN. How much is that? 

Mr. O'Hara. In excess of [classified figure]. It covers allowances 
and travel costs of those people who are out there actually teaching 
them to use American equipment, rangefinders, tactics, and working 
with their battalions and companies in their home encampments and 
running from one to the other and giving them advice on the spot. 
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PACKING, HANDLING, AND CRATING 


General Srewarr. The final item, sir, is “Packing, handling, and 
crating.” Those are the items which constitute the undistributed or 
not distributed by the country. 


OBLIGATIONS INCURRED AGAINST ACCESSORIAL EXPENSE PROGRAM 


a WiceieswortrH. Did you spend all of the funds provided in 
1 

General Srewart. We didn’t spend it all, sir. 

Mr. Wiceieswortu. How much did you spend? 

General Stewart. The biggest part of it was—— 

Mr. Wiceteswortu. Was not spent? 

General Srewarr. We have just begun to program it, sir. If you 
will recall, last year when we made a request for unds for the Middle 
East countries, Congress gave us a certain amount to meet the Middle 
East countries that had never been programed, where certain new 
countries were expected to come into the program. They were added 
from transfer and held in reserve to meet these contingencies of 
Pakistan, Iraq, and possibly Egypt. 

Some of it was used for the program in Ethiopia. At the time 
this book went to press there was a considerable sum which had not 
yet even been programed. 

We now have a program for Pakistan, a tentative program. There 
is also one for Iraq. 

(Discussion off the record.) 

That definitely has not been spent, Mr. Wigglesworth. I have to 
turn to the Comptroller to answer your basic question of how much 
had not been spent. I will defer to Mr. O’Hara on that one. 

Mr. O'Hara. On the accessorial expense in connection with that we 
have a table showing the amount of obligations as of May 31. 

As of May 31, of the accessorial expense of $29.3 million, there has 
actually been obligated $18.3. 

Mr. WiacieswortH. Why do you need this new money for packing, 
handling, and crating? 

Mr. O’Hara. On the basis of a higher rate of delivery projected 
particularly for Turkey in fiscal 1955, and for the area in general 
with the addition of the new countries. It is based on the actual cost 
of shipping the material, packing and handling it, and getting it 
ready for shipment, and certain field procurement costs rok supervi- 
sion costs of that operation. . 

Mr. Anpersen. You anticipate an increase of about $12 million on 
that, then. Is that it? 

Mr. O’Hara. Not exactly, Mr. Andersen. Actually the figure that 
is in there now was based on our anticipation that some action would 
be taken toward early deliveries of some of this material in some of 
the other countries. It has not quite materialized. 

Furthermore, as I think you have been told in connection with the 
presentation of the program for the Far East, deliveries to Indochina 
actually diverted quite a bit of the material which originally was 
scheduled and allocated to go to other countries, including those 
countries in the Middle East area. Because of that, the obligation 
rate in other areas did not materialize. 
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Mr. Forp. It is true that none of the $75 million has been obligated ¢ 
Mr. O’Hara. That is correct, sir. 
Mr. Forp. The other two figures of 2.8 and 4.8, have they been 
obligated ¢ 
Mr. O’Hara. Substantially. It is 3.7 million obligated as of May 
31, Mr. Ford. 
Latin AMERICA 


Mr. Wiceieswortn. For Latin America there are requests for 11 
different countries, with a total of $13 million. I wonder if we could 
not treat Latin America as a whole? 

General Stewart. Yes, sir; very easily. 

On page 337 we have an area chart for that. 

I would like to say, Mr. Chairman, that this military program in 
South and Central America is designed to help equip and train a 
number of small units. No country has any large force in this pro- 
gram. Each of the units involved has a mission in connection with 
the defense of the Western Hemisphere, and in our agreement with 
them they agree to use their particular unit for that particular mission. 

It is expected that this approach would, in the event of a war threat- 
ening the Western Hemisphere, save a great deal of manpower in 
protecting the lines of communication, approaches to vital areas, and 
the defense of installations which would otherwise have to come from 
United States sources. That is the justification for the program. 

It is extremely, compared to other countries, small. The total 
amount in the program for this area is $104,200,000 since its inception. 


DELIVERIES OF MATERIEL 


As of the 31st of May we had made a delivery of materiel of a 
total value of $35,100,000, leaving $52,900,000 worth of equipment still 
to be delivered. 

Our deliveries during fiscal 54 for the first 11 months of 54 were 
$27,800,000, and it is our judgment that during fiscal *55 we shall 
deliver $34 million worth of equipment. 

Our request for fiscal year 1955 is for a total of $13 million, of 
which $3,800,000 will be for materiel and $2,900,000 will be for train- 
ing, and $5,100,000 will be for packing, handling, and crating. 

Mr. Wiccieswortn. Have we delivered to all of these 11 countries 
before ? 

General Stewart. We made no deliveries to the Dominican Repub- 
lic, no deliveries to El Salvador, and we made very small deliveries 
to Honduras and Nicaragua. We flew some equipment in there about 
2 months ago. Almost immediately the bilateral was signed we flew 
some token equipment in there. 

In the Dominican Republic we have also delivered a very small 
amount. Ido not have the exact amount. 

Mr. Wiceteswortn. I thought you said there were no deliveries 
previously to the Dominican Republic. 

General Stewart. There is an asterisk which indicates a very small 
amount. The one with zero is El Salvador. 

Mr. That is the only one?! 

General Stewart. That is right. 

Mr. O'Hara. Off the record. 


i 


286 


(Discussion off the record.) 

Mr. Murrny. Mr. Chairman, I believe that finishes up the military 
assistance except for a few remaining items in Europe undistributed 
by country and the mutual special weapons. 

General Srewarr. Mr. Chairman, this is weapons of advanced 
design. 

Mr. Taner. That is the one that was knocked out on the floor of the 
house ? 

Mr. Murrny. That is correct, and the Senate committee has re- 
ported it out favorably. The Senate, however, has not acted on it yet. 

General Srewarr. I am prepared to discuss that item, if you so 
desire. 

Mr. Taner. I do not think there is any use in our discussing it. 


Unpisrrinutep ny Country, 


General Srewarr. The rest of this “Undistributed” is on page 26, 
which we did not complete. 

Mr. Wreateswortn. That is a part of the $298.8 million item? 

General Srewarr. Yes, sir. 

Mr. Wieerrsworrn. Undistributed by Country, under Europe? 

General Srrwarr. Yes, sir. If you will look on page 26 of the 
large book you will find the proposed for fiscal year 1955 next to the 
last, broken down by program. You will note the first group is all 
concerned with the Air Force. I have Colonel Heffner of the Air 
Force here to explain that to you, since he knows all about it. He is 
in the Office of the Assistant, for Mutual Security, Air Force. 


SPARE PARTS PROGRAM 


Colonel Herrner. Mr. Chairman, the $1 million in the proposed 
fiseal year 1955 program for selected support for aircraft represents a 
lot of miscellaneous bits and pieces of spares for which we require com- 
plete justification before we put them in the individual country pro- 
grams. 

This is primarily due to the introduction of new types of airplanes 
and equipment into this area and in computing the individual country 
requirements we have no basis for actual spares computation other 
than certain experience factors we have gained in the Air Force. So, 
as a result, we know we have made some mistakes in the definitization 
of exact quantities of bits and pieces of spares. 

This money wil be used to cover those bits and pieces of spares as 
they occur. 

Mr. Anpersen. You furnish that almost as requisitioned ? 


JET-ENGINE OVERHAUL TOOLS AND EQUIPMENT 


Colonel Herrner. Yes, sir; that is correct. The $2 million you see in 
there is for jet-engine overhaul tools and equipment. As you know 
we have at present two facilities in Europe engaged in the overhaul of 
jet aircraft engines, AIA and KLM. Those were established to enable 
the countries to spend their own soft currency in getting their own en- 
gines overhauled by a facility outside of the United States and ad- 
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jacent to where the requirements developed. With the advent of the 
new F-84-F we have a new type of engine introduced in the airplane 
and it will require that we make available to those facilities certain 
special tools, equipment, and test equipment primarily to enable them 
to overhaul the new type engines. 


TECH ORDER COMPLIANCE KITS 


The $10.3 million you see in there has been reduced by $2.3 million. 
The tech order compliance kits are for those changes that occur after’ 
the raga is produced, to improve their performance, improve their 
capability and improve our safety features. Those engineer changes 
are required and we simply furnish the kits required to the individual 
countries so that they can make their own modifications of airplanes 
at that time; otherwise we might be in the position of having to bring 
the airplanes back to a central modification plant to make those tech 
order changes. That figure should read $8 million. 

Mr. O’Hara. Yes, sir. 

Mr. Forp. What would each one of these kits cost, for example ? 

Colonel Herrner. They vary in price anywhere from $2 for a hand- 
full of new type washers, or bolts, up to $500 or $600 for complete 
components of some kind. For — if through periodic use we 
find that one particular wing bolt is breaking down, they revise the 
specifications, come up with the new bolt and require that bolt be in- 
serted in all previously built airplanes. 

Mr. Forp. You do not have just one kind of a kit, then ? 

Colonel Herrner. No, we do not have just one kind of a kit. It is 


dozens of different types of kits that go with improving the perform- 
ance, safety and adaptability of the aircraft. 


ENGINEERING CHANGE ORDERS 


General Srewarr. The next item on this list is “Engineering change 
orders,” $10 million, which is also an Air Force item. 

Colonel Herrner. This engineering change order money is a quan- 
tity of funds that we set aside in the Air Force at the time that a con- 
tract is placed for each new type aircraft and/or equipment to take 
care of the modifications that develop in the airplane or equipments 

»srior to the time the airplane and items are delivered to the Air Force. 
en these aircrafts or equipments start down the assembly line, 
there are continuing engineering changes that occur prior to the time 
the item is delivered. Those changes that occur afterward come out 
in the form of tech order compliance kits. 

Mr. Wiceteswortn. Has that figure been changed, or is that still 
$10 million? 

Colonel Herrner. No, sir; that is still $10 million. 

Mr. Taper. Do you need that amount? 

Colonel Herrner. I cannot answer that, because we do not know 
at what period of time or for what specific airplane a modification 
will be required ; but the money is required to be reserved to pay for 
it as it occurs. 

Mr. WiecteswortH. How much did you use in 1954? 

49755—54——19 , 
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Colonel Herrner. I do not have it by title, Mr. Wigglesworth. I 
would have to compute it. I can get that for you. 

Mr. Wiccteswortn. Will you furnish that for the record, please? 

Colonel Herrner. Yes, sir; I will be glad to do that. 

(The information requested is as follows :) 


Status of engineering change order funds 
[All figures in millions of dollars] 


Fiseal year 
1954 engi- Used Undirected 
neering fiscal balance 
change wear as of 
order 1954 July 14, 
funded 1954 
program 


OTHER TRAINING 


General Srewarr. The next item is for “Other training.” That 
money is required to pay the expenses of travel of technical training 
teams to go to several countries and not to one country. We make 
up these teams of specialists and send them for 2 or 3 months to this 
country; then they move on to another country and give instruction 
and help to establish schools in the countries they visit to teach them 
how to handle technical pieces of equipment. 

There is still one other type of procedure that we have to pay for 
on the most complex and most modern piece of equipment, particu- 
larly in the electronic field, where we actually go out and get specialists 
from industry and they go to a country sometimes and stay there 
or go to one country for awhile and then move on to another country, 
giving specialized instruction on the operation and maintenance of 
a highly involved and technical piece of equipment. 

Some money in this training program is used to provide some train- 
ing aids. It is not necessarily known ahead of time exactly how many 
will go to each country, and that is the type of thing that the “Other 
training” money is used for. 


PACKING, HANDLING, AND CRATING 


The next big item is “Packing, handling, and crating” for this 
area. That is calculated on the basis of what we expect to deliver 
that area during the fiscal year and that is the calculation that came 
out when we were making up these estimates. 

Mr. Wicetesworrn. Are there any unobligated funds? 

Mr. O'Hara. There are. On May 31 the actual obligations for this 
area in 1954 were $6.5 million. There is a little lag in those, but not 
too much. 

Mr. Taser. If you got $75 million, you would be reasonably happy ? 

Mr. O'Hara. I think that is correct for fiscal 1954. 

Mr. Taner. What about 1955? 

Mr. O’Hara. On fiscal 1955, whether they will actually deliver 
more or not, I could not say. 
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FACILITIES ASSISTANCE PROGRAM 


General Srewarr. The facilities assistance program I believe was 
described here at some length last week. The program is concerned 
with trying to break bottlenecks primarily im powder and for the 
powder industry. We think that has been one of the best things we 
ever did and this additional money is to take care of projects we 
expect to get approved in the next fiscal year. We obligated out of 
the $47 ow much 

Mr. O’Hara. As of May 31 we had actually none of those contracts 
signed, but we have gotten wire reports back now that indicate some 
$33 million of those contracts were signed in June. We have not 
gotten the full final report, so I could not say for sure, but I would 
say somewhere between $30 million and $35 million is the probable 
obligation. 

Mr. Forp. This is for the ammunition program in the offshore 
procurement setup ? 

Mr. O'Hara. That is correct. 

General Stewart. It is to increase the ability of those countries to 
make ammunition and, so far, it has been limited to propellants and 
explosives. 

he Germans when they withdrew from those occupied countries 
were extremely intelligent in their destruction of ammunition facil- 
ities. They knew exactly what they could destroy and wreck the plant 
without tearing up the whole building. They did not destroy the 
whole building and everything is being done to rebuild the lost capac- 
ity of the European area for making ammunition, particularly in 
the propellant and explosive field. This is an effort to increase their 
capacity and it is expected that the expenditure of this money is going 
to increase their capacity 100 percent. We had a very fine board of 
technical engineers from industry here who studied this; we then 
turned their recommendations as to where we should operate over to 
the Joint Chiefs of Staff to study it for strategical location; it was 
then studied by each service concerned, the most of it being the Army, 
to see whether the service thought it was a good idea and the projects 
they approved were sent back and started to implement by making a 
contract with the country concerned. It is a country-to-country 
contract. We say “We will give you so much assistance if you will 
improve this particular plant and guarantee that you will keep it 
available for use.” We do not say, for instance, “You could not pos- 
sibly use it for something else,” because this particular type of thing 
lends itself to other uses; but we do get an agreement that they will 
keep it in condition where it can make powder the second it is required 
to be employed for the making of powder. 

Mr. Anpersen. Are these agreements with countries which we have 
every right to expect will be on our side at the time we have need for 
these rifles? 

General Stewart. Yes, sir. That was covered when that left the 
Joint Chiefs of Staff for the creation of those particular installations. 
It is one of the things that will help decrease the requirements for us 
to send them something. 

(Discussion off the record.) 

General Stewart. That, Mr. Chairman, completes our presentation 
of the military program, unless there is something you have to ask us. 


Mr. Taser. I guess we have asked about as many questions as we 
could think of. 

Mr. O’Hara. Mr. Chairman, you requested certain tables that we 
have had some difficulty in preparing, which had to do with the valua- 
tion and status of contracting on items involved in the table on page 
9 of the worldwide summary of items, and we have these tables now 
which I would like to provide to the committee. 

I also have the tables which you requested showing deliveries 
through fiscal 1953 and deliveries within fiscal 1954, by area, by cate- 
gory of item, which I would like to supply. 

= aaa All right. The table there goes into the record; does 
it not 

Mr, O’Hara. It goes into the record for use of the committee, but 
not in the printed record. 

General Srewarr. Mr. Chairman, I would like to make one final 
plea for your consideration. You have proven here, in the process 
you followed in asking us questions, that we do not need the money—— 

Mr. Taser. Well that is about so; is it not? You would not feel 
that statement was out of line, I do not believe. 

General Stewart. I would like to call your attention to the fact 
that I have to have money in order to program an item, unless we 
can find some other arrangement for doing it. At the present moment, 
on the actual status of the programs in Europe, due to the increased 
cost of the Indochina war and to transfers from the military program 
to other programs, the value of the programs I have as of this minute 
exceed the funds available. And I am going to have to deprogram 
existing programs to that amount in the European area, because that 
is the only place I can do it. 

Mr. Gary. You mean even if you get all of this money? 

General Stewart. If I get this money, about all it will amount to 
is that it will replace what we already had programed at one time. 
Now on the basis of the deliveries on which you so ably approached 
this problem, we have a very bad picture. 

off the record.) 


Wepnespay, 14, 1954. 


Conrriputions to Minrrary Heap@uarTers 


Mr. Mourpny. Mr. Chairman, we were going to start on “Contri- 
butions to Military Headquarters” next, on page. 32. 

Mr. Taner. Very well, Mr. O'Hara, you may proceed. 

Mr. O’Hara. I have some tables which I would like to provide for 
the committee members which are similar to data included in the 
record last year on these activities. 

Mr, Taser. Suppose you insert those. 

(The tables referred to above are as follows::) 
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DEPARTMENT OF DEFENSE 


INTERNATIONAL MILITARY HEADQUARTERS AND STANDING GROUP 


United States contributions— Mutual security appropriations 


Fiseal year Fiseal year Fiscal year 
1953 1954 1955 


NATO International Military Headquarters: 
United States contributions to SHAPE, SACLANT, and | 
subordinate command budgets____- | $0,001, 094 $8, 050. 000 | #4, 400, 000 
Standing group budgets.......--..---- | 357, 147 360, 000 | 400, 000 


Total contributions. - 9, 448, 241 8, 410, 000 5. 000, 000 


INTERNATIONAL MILITARY HEADQUARTERS 


United States contributions, mutual security cppropriations, financing summary— 
calendar year conversion to United Stctes fiscal years 


Calendar | Calendar | Calendar | 
| wey 953 | “ ar 
year 1951 | year 1952 | year 1953 | year 1954 | year 1955 | year 195 


UNITED STATES SHARE OF CALEN- | 
DAR YEAR BuDCETS | 

| 


and subordinate com- 
$7, 197,000 |$12, 364, 000 |$5, 117, 000 |$4, 555, 000 |$4, 119,000 |$4, 119, 000 


(137, 023) | 340, 844 117, 534 133,462 | 155,250 | 155,250 
United. States salaries... ‘ | 103, 000 103, 000 103, 000 157, 812 160, 000 


Total, United States share ....| 7,197,000 | 12,807,844 | 5, 337, 534 | 4,791, 462 | 4,432,085 | 4, 434, 250 


| Fiseal 
Fiscal | Fiscal | Fiscal Fiscal | Fiscal | year 1956 
year 1951 | year 1952 | year 1953 | year 1954 | year 1955 | (unre- 
| | quested) 
| 
UNITED STATES SHARE OF CONTRI- ] 
RUTIONS RY FISCAL YEAR TO— | 


SHAPE and SACLANT and sub- 
ordinate commands budgets 713, 000, | 200, 000 |$8, 988, 094 | $7,947,000 $4, 442, 188 $6, 243, 061 
United States salaries 103,000 | 103,000 | 103,000 | 157, 812 


Total fiscal year contributions. |! 1,713, 000 | 9, 303, 000. | 9,091,004 | 8,050,000 | 4, 600, 000. 6, 243, 061 


x Not provided from mutual security appropriations; consists of a cash contribution of $1,713,000 from 
‘Contingencies, OSD, 1951. 


MUTUAL SECURITY PROGRAM 
Comparative statement, operating and capital costs, calendar years 1952-54 


INTERNATIONAL MILITARY HEADQUARTERS—SHAPE AND SUBCOMMANDS 
{In dollars] 


Calendar year 1952 Calendar year 1953 | Calendar year 1954 


| 
| 
| 


| United | United | United 

Total cost | States | Total cost | States | Totalcost| States 
| share | sh | sh 
| 


} 
| 


me Allied Command North 
tlantic 10, 627,456 | 4,042, 418 | 3, 504, 652 
Operational costs 3, 288,609 | 739,937 | 3,253,534 | 732,045 | 3,205,817 | 
Capital costs 7, 338, 847 | 3,302,481 | "251, 118 | 113,008 | | 290, 823 


uarters, Allied Forces, North- 
2,063,371 | 78 786, 742 1,663,199 | 602,456 | 996,137 | 299,145 


630, 112 = M41, 775 | 648,814 | 145,983 | 662,741 149, 117 
| 1, 433, 259 | 644, 967 | 1, 014, 385 | 456, 473 | 333,396 | . 150,028 


| | 
872, 429 
741, 559 
130, 870 
Operational costs. 
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MUTUAL SECURITY PROGRAM—continued 
Comparative statement, operating and capital costs, calendar years 1952-54—Con. 


Calendar year 1952 | Calendar year 1953 | Calendar year 1954 


United United United 
Totalcost| States (Totalcost| States | Totalcost| States 
share share share 


Headquarters, Allied Land, Flag Offi- 
cer, and Air Forces, Central Europe-.|14, 564,301 | 5,592,085 | 5,736,305 |1, 544,956 | 7,073,066 | 1,796, 690 


Operational costs 4, 274, 892 961, 851 | 4,606,140 (1,036,382 | 6,160,844 | 1,386,190 
Capital costs... ..._ _/10, 289, 409 | 4,630,234 | 1,130,165 | 508, 574 912, 222 410, 500 
Headquarters, Allied Land Forces, 

Southern Europe-...............--- 840, 548 315, 364 624, 085 205, 930 468, 121 120, 022 
Operational costs. .........-..--.- 279, 476 62, 882 332, 924 74, 908 402, 810 90, 632 
Oapital 561, 072 252, 482 291,161 | 131,022 65, 311 29, 

Headquarters, Allied Naval Air 

Forces, Southern Europe--_......... 4, 672,619 | 1, 545,786 | 4,069, 499 |'1,234,428 | 3,052,813 743, 958 
Operational costs. ...........-..-- 2, 475, 079 556, 893 | 2,652,652 | 596,847 | 2,799, 147 692, 808 
STEAL 2, 197, 540 988, 893 | 1,416,847 | 637, 581 253, 666 114, 150 

Headquarters, Allied Forces, South- 

eae 255, 241 81,605 | 1,407,002 | 502,500 | 1,811, 428 597, 375 
Operational costs. .........-...-.. 147, 794 33, 254 580,669 | 130,650 967, 857 217, 768 
aa eee ee 107, 447 48, 351 826, 333 | 371,850 $43, 571 379, 607 


Allied Forces, Medi- 
332, 399 96, 619 296, 800 68, 355 


235, 379 52, 960 289, 800 65, 205 
97, 020 43, 659 7,000 3, 150 
Headquarters, Air Training Advisory 
157, 561 40, 925 108, 571 24, 428 
133, 235 29, 978 108, 571 24, 428 
EMCCC, ERFA, and ELLA........|--..------. ET ie 44, 138 143, 121 32, 598 
Operational costs... 138, 667 31, 200 141, 364 31, 807 
28, 752 12, 938 1, 757 791 
Summers. SHAPE and subcom- 
mands: 
Operational costs... ..........-..- 11,095, 962 | 2, 496, 592 (12, 582,014 (2,830,953 |14, 828,951 | 3,336, 514 
21, 927, 574 | 9,867,408 | 5,080,107 |2, 286,047 | 2,707,746 | 1, 218, 486 
SHAPE, grand total_.........-- 33, 023, 536 |12, 364,000 (17, 662,121 |5, 117,000 (17, 536,697 | 4, 555,000 


1 Includes Comstrikforsouth budget. 
INTERNATIONAL MILITARY HEADQUARTERS—SACLANT AND SUBCOMMANDS 


{In dollars} 
Su Comment North 
915,697 | 326,844 386, 344 91, 683 435, 067 100, 836 
Operational costs _ - Woseneeteees 378, 753 85, 219 365, 207 $2, 171 421, 972 04, 944 
Capital costs_. et 241, 625 21, 137 9, 512 13, 095 5, 892 
“COIN and CINCAIR- 

8. EE a 43, 131 14, 000 101, 111 25, 851 135, 000 32, 626 
Operational costs_................ 24, 038 5, 408 87, 324 19, 647 125, 000 28, 126 
OSB RRR MOBS a. 19, 093 8, 592 18, 787 6, 204 10. 000 4, 500 

Summary, SACLANT and Subcom- on 
Operational costs_.............---- 402, 791 90, 627 452,531 | 101,818 546, 972 123, 069 
Capital costs.................,....[ 686,087 250, 217 34, 924 15, 716 23, 095 | 10, 392 
SACLANT, grand total_.....-. 958,828 | 2 340,844 487,455 | 117, 534 570, 067 133, 462 


4 Includes calendar-year, 1951 budget in amount of $137,023. 


293 


EUROPE—-MUTUAL DEFENSE ASSISTANCE 


Summary of program by activity 


Program: Standing group: 
Fiscal years 1950-54 
Fiscal year 1954 
Fiseal year 1955 


GENERAL NARRATIVE STATEMENT—STAN DING GROUP—-NATO 


The Standing Group which serves under the NATO Military Committee is an 
international body responsible for coordination and integration of defense plans 
and comprises representation from the United States, the United Kingdom and 
France. The Standing Group draws its authority, on certain subjects, from 
the Military Committee and functions as its agent and executive body on cer- 
tain subjects. The standing Group also acts as the steering and executive body 
of the Military Representatives Committee. The smaller NATO countries are 
not members of the Standing Group, but provide military representatives in 
Washington in order to coordinate military plans involving their respective 
countries. 

To achieve a unified defense of the North Atlantic Treaty area, the Stand- 
ing Group coordinates and integrates NATO command plans including their 
relationships, and responsibilities, provides miltary guidanee for the continu- 
vus annual review of force goals; provides strategic and logistic guidance to 
the NATO supreme commands; prepares a basis for the standardization of 
weapons; and recommends policies of a military nature on issues referred to 
them by the national or command staffs for multilateral consideration. 

The United States as host nation furnishes quarters and housekeeping servy- 
ices for an average of 80 foreign nationals from the United Kingdom, Canada, 
France, and the Netherlands. The estimate for fiscal year 1955 will provide 
for an average of 45 civilians and 79 military, a decrease of 1 civilian over the 
requirements for fiscal year 1954. Of the total estimate of $400,000 required for 
the Standing Group, $201,200 is required for personal services, $120,000 for 
temporary-duty travel and per diem expenses of civilian and military personnel, 
$24,000 for other contractual services, and 54,800 for communications, printing 
and reproduction, supplies and materials, and equipment. 


Mr. Taser. Now you may tell us what you have in mind. 

Mr. O’Hara. The budgets for these organizations, which come un- 
der three major groups—SHAPE, SACLANT, and Standing Group— 
are contributed to, in the case of SHAPE and SACLANT and their 
subordinate commands, on a percentage formula, whereby the United 
States contributes 22.5 percent of the total of their operating budgets, 
and other nations, who are also members, contribute 77.5 percent 
to their operating budgets. 

They have capital budgets as well, which cover construction of 
facilities and the provision of fixed assets—their furniture, equip- 
ment, and things of that kind, communications, supplies—to which 
we contribute 45 percent. The average percentage Of cas contribution 
for 1955 is roughly 27 percent. Out of $17.6 million, we are con- 
tributing $4.6 million. 


REDUCTION IN BUDGET ESTIMATES 


These budgets have in the past been much greater than are pro- 
posed for the current and coming year, and the basis of that is that 
a large part of the construction has already been accomplished and 
the principle investments in the major facilities for these headquar- 
ters, except for a few new ones opened up down in the southern area, 
primarily in Turkey, have been completed, 
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There is a further step which has been taken into account in the 
estimates for the calendar years 1955 and 1956 which is purely a 
continuation. The calendar 1955 estimate takes into account the fact 
that the Standing Group, in making an examination into the comple- 
ments of SHAPE and SACLANT has recommended, in the case of 
the SHAPE and its subordinate headquarters, those complements be 
reduced. 

(Discussion off the record.) 

Mr. O’Hara. There are certain other agencies of NATO which are 
military in character and which, while they are not part of these 
military headquarters, are nj ga supported through their budgets. 
Those include the European Land Line Agency, the European Com- 
munications Agency, the Military Standardization Agency, which is 
aye to standardize weapons and guns, all of which are located 
in Paris. 

One recent addition to the group is the Advisory Group for Aero- 
nautical Research and Development, an international group which has 
been located for some time there, which has just been taken over as 
an international body. Previously it was an activity of the United 
States Air Force, which has been taken over by NATO and is being 
budgeted now under SHAPE as part of the SHAPE budget. 

In the case of the third activity of these international commands, 
the Standing Group is an organization composed of staff officers and 
men from the three arms which agreed in the original military organi- 
zation of the Atlantic community to provide a working staff for the 
overall command, which is by a military representatives committee 
composed of the equivalent to our Joint Chiefs of Staff Chairmen in 
each of the member nations. That working staff located here in 
Washington is largely supported as to its facilities proper by the 
United States. We also provide 40 civilians and 74 military person- 
nel who are part of the employees of the Office of the Secretary of 
Defense, and they are listed here at an estimate of $360,000 for 1954. 
And I have checked on that. We have fairly complete information 
through June 30 now and, because of certain things, it is not a proper 
estimate any more. The amount that was recorded as obligated on 
June 30 for this activity has been $301,917. There is an outstanding 
bill—which is possibly not going to be rendered—of $5,000, and three 
or four thousand in other delayed items. So the proper estimate 
should be not more than $312,000 for this activity in 1954. 

Mr. Wiaeteswortu. Where is that activity? 

Mr. O’nara. The item is shown on the second line of the table, at 
the top of page 32, and there is a statement in the group of tables I 
presented. 

Mr. Taser. How much did you say that ought to be? 

Mr. O’nara. It ought to be $312,000 instead of $360,000 for 1954. 

Mr. Taner. You mean that it what you actually used ? 

Mr. O’nara. That is right. 

Mr. Passman. What is the difference between “obligated” and 
“recorded as obligated”? 

Mr. O'Hara. Basically, we close each month the books as they are 
reported right on the last calendar day, at the end of that working 
day. There are obligations incurred sometimes—due to orders that 
are placed late in the fiscal year, or late in the month—which are not 
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reported at that time. For that reason, there is apt to be a difference 
between the actual and the recorded obligations. Positive certainty of 
the obligations must wait on the receipt of specific documents and 
those specific documents, having certain certifications, take some 
time to process through and may be quite late; in other cases, it may 
be a matter of only a few days difference. But in some items, it may 
be quite a lot. When contracts, for example, are signed, the obli- 

ation exists and while the money is formally reserved due to the 

act the contracting officer is told to go ahead, the obligation cannot 
legally be recorded until the accounting office receives a copy of that 
signed contract after the signature has been attached. 

On the standing group, one of the reasons for the reduction in 
the estimate in 1954 was the fact that certain expenses in connection 
with attendance at Minister’s meetings of NATO had been anticipated 
in that budget. Such expenses are also anticipated in the 1955 
budget. Actually those expenses were not incurred this year as the 
meetings were postponed. 

(Discussion off the record.) 


NATO STAFF SALARY INCREASE 


Mr. Taper. This table on page 33 seems to show a jump in salaries 
of $54,000 for 1955. 

Mr. O'Hara. Yes, sir. 

Mr. Taner. Why? 

Mr. O'Hara. There is an anticipated increase in those salaries 
due to the fact the Air Force is on a program of substituting civilian 


employees for some of their military people and are extending that 
also to the international headquarters staff. It is to take up that 
segment which previously has been provided for by military person- 
nel whom they found cost a great deal more than civilians in these 
jobs that can be handled by civilian clerks. 

Mr. Wiccieswortn. What are those salaries as distinct from the 
two commands? 

Mr. O'Hara. That is the difference between the salary that the 
United States employee earns, his United States scale, and the inter- 
national pay scale of Headquarters. For example, the United States 
employee who would get, we will say, $5,000 in pay and allowances, 
will get from NATO scales approximately $2,250. By agreement 
with NATO, we subtract the $2,250 from our contribution; then we 
reimburse the agency which hires that person and carries him on 
its payroll with the $5,000 which represents the total of his United 
States salary scale as distinct from the much lower scale of NATO. 
That was done in order to avoid having to inflate the salary scales of 
the NATO structure. 

Mr. Taser. This increase, while it is 50 percent, does represent an 
increase in salaries, does it not? 

Mr. O’Hara. No, sir. It would represent actually the pay differ- 
ence for the civilian total number of bodies in those Headquarters, 
but there would be reduction in military people. 

Mr. Taser. Would it represent less money in the overall picture 
than if the military would continue? 

Mr. O’Hara. That is the principle that the Air Force has sought 
to establish and their investigation up to now has demonstrated to 
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them that it does save money. I think they had some extensive testi- 
mony on that in connection with their military budget. 

Mr. Taser. There is a little drop off in the top item on page 33. 

Mr. O’Hara. Yes, sir. That is because of this personnel reduction 
in the number of military personnel. While their pay is not paid 
from these budgets, there are a lot of services that are dependent and 
the value of such services is correspondingly scaled down for subse- 
quent years, based on the reduction in the personnel complement. 

Mr. Tarver. The SACLANT and subordinate command seems to 
show $22,000 increase. I wonder why. 

Mr. O'Hara. That is based upon the fact they have certain specific 
headquarters organized that have not as yet been fully manned. They 
plan to have them fully manned during the course of this year and 
next year represents a full year at that operating expense. That 
increase, in other words, has been effected during the current year or 
is —~ effected now and was presented at this time last year; but 
ae full year’s reflection of that increased rate is in next year’s 

udget. 

(Discussion off the record.) 

Mr. Taser. Is this to pay the military folks? 

Mr. O’Hara. No, sir. This pays for the communications, travel, 
cost accounting, building-service work, office supplies, and so forth. 

Mr. Taner. Do you have any green sheets or table that indicates the 
breakdown, or anything of that character? 

Mr. O’Hara. We have not. We get such a thing from them that 
would indicate it by budget chapters, or we could bring those budgets 
up for the committee staff to examine. We did that last year. But 
they won’t release them for publication. 

Mr. Taper. Suppose you bring them up and let the committee staff 
look them over. 

Mr. O'Hara. Yes, sir. 

Mr. Wiacetesworrn. Do you have similar information for SAC- 
LANT and the Standing Group? 

Mr. O'Hara. Yes, sir. I will being them all up. 

Mr. Taser. There is nothing secret about that; is there? 

Mr. O’Hara. The international group classifies them. I personally 
do not see anything at all that should be classified and we tried to get 
them dlouned last year, but could not. 


TRAVEL EXPENSE 


oy Taser. You do not need $400,000 in fiscal 1955 for salaries; do 
you 

Mr. O’Hara. No, sir. $201,000 of that is for salaries rs ap to 
$201,600 on our obligations reported so far this year. The bulk of the 
rest of that is for the cost of going to Ministers’ meetings and, of 
course, when a Ministers’ meeting is postponed, it results in a reduc- 
tion. And there are two scheduled for the next fiscal year. 
— Taser. Why should not we take a little bit of a slice out of 
that 

Mr. O’Hara. Well, sir, I would hate to have them miss a Ministers’ 
meeting, because they have been fairly helpful. 
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Mr. Taper. These are civilians; are they not? 

Mr. O’Hara. No, sir; practically all of them are military staff— 
from Canada a few, but mostly from the United States, France, and 
Great Britain. Actually, they have been rather helpful in helpin 
to keep an eye on the military elements of SHAPE and SACLANT, 
and they have recommended, among other things, a substantial redue- 
tion in the complement this year as a result of their examination into 
it. I would hate to see them discouraged from increasing that activ- 
ity, which is carried out by traveling around and examining into those 
things. 

The biggest element really, aside from pay, is $120,000 for travel. 

Mr. Taser. What about the salaries of the other group down be- 
low? That is the same item, is it not? 

Mr. O’Hara. Yes. The United States salaries are represented 
actually by $198,400 for fiscal 1954. It was $201,000 in fiseal 1953. 

Mr. Tinte It shows $103,000. 

Mr. O'Hara. That is the differential. Their United States salaries 
are paid, for example, by the Department of the Army. 

Mr. Taser. I remember that, now. 

(Discussion off the record.) 


SHAPE HEADQUARTERS 


Mr. Gary. They have completed the SHAPE headquarters at 
Versailles, have they not? 

Mr. O’Hara. Practically. There is some additional communica- 
tions work actually being installed, but it is practically complete. 
There are minor improvements; there is a little more communications 
work being installed there and I think that is all that is charged to 
the headquarters as such. There are some additions being made to 
some facilities used at headquarters, but those are not part of the 
headquarters—such things as messhalls; there has been some enlarge- 
ment of the messhalls—and improvement of the kitchens; but they 
have not been charged to the headquarters; they have been charged 
against the mess fund. 

Mr. Gary. What about housing? 

Mr. O'Hara. There has been some housing built there which the 
French Government built and is renting to members of SHAPE on a 
preference basis. That is not charged to the budget of SHAPE, 
though. Aside from those facilities, I do not think of anything else. 

Mr. Gary. The housing is not charged to this program ? 

Mr. O'Hara. That is right. 

Mr. Gary. The houses are being built and are owned by the French 
and they are leasing them to the SHAPE personnel ? 

Mr. O’Hara. That is correct. 

Mr. PassmaNn. It is my understanding that last year we were help- 
ing 56 nations, and it is my understanding that it is 61 nations this 
year. Am I correct. 

Mr. Mourpny. I have not counted the number of nations. Of course, 
there have been some new programs started. I can count them very 
quickly. 

Mr. Passman. I have counted them from the list, it is my under- 
standing there were 56 nations last year and 61 nations this year. 
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Mr. Taser. In other words, it is a growing program. 

Mr. O’Hara. From the military standpoint, there have been addi- 
tions, I think 4 of them; 2 of them American Republics, Honduras 
and Nicaragua, and then Pakistan and Iraq. 

(Discussion off the record.) 

Mr. Taser. If there is nothing further on that, the next is on page 
34. 

Mr. Moreny. We were going to suggest that we take up the escapee 
program next. 

(Discussion off the record.) 


Wepnespay, 14, 1954. 
ESCAPEE PROGRAM 


WITNESSES 


LAURENCE A. DAWSON, CHIEF OF ESCAPEE PROGRAM DIVISION, 
FOA 

GEORGE L. WARREN, ADVISER ON REFUGEES AND DISPLACED 
PERSONS, DEPARTMENT OF STATE 

DAYTON H. FROST, CHIEF, DIVISION OF INTER-GOVERNMENTAL 
REFUGEE PROGRAM, FOA 

CLEMENT SOBOTKA, EXECUTIVE OFFICER, ESCAPEE PROGRAM, 
FOA 

JOHN E. MURPHY, CONTROLLER, FOA 


Mr. Murrny. Mr. Chairman, this escapee program, for which we 
are asking $6.5 million for fiscal 1955, has been operating under the 
so-called Rietun amendment. As you will see, the obligations for 
fiscal 1954 were $7.5 million as compared to $6.5 million for 1955. 

Mr. Laurence A. Dawson, Director of the Escapee Program, will 
give testimony on this item, Mr. Chairman. He has a brief opening 
statement to make and then we will respond to any questions. 


GENERAL STATEMENT 


Mr. Dawson. Mr. Chairman, I am Laurence A. Dawson, Chief of 
the Escapee Program Division within the Office of the Assistant 
Director of FOA for Refugees, Migration, and Voluntary Assistance. 

At the end of the war, and particularly in the period 5 to 6 years 
after the end of the war, numbers of new Iron Curtain escapees were 
breaking through the severe barriers the Soviets had put up and flee- 
ing into the overburdened areas of Germany, Austria, Italy, Greece, 
Trieste, and Turkey. 

The escapee program is not concerned with the German refugees, 
but rather refugees from Czechoslovakia, Rumania, and the other 
Iron Curtain countries. These persons were given a basic, but ex- 
tremely meager level of assistance from the governments of those 
countries, within their political and economic means. 

Mr. Taper. You mean they were given that assistance by the gov- 
ernments to which they fled ¢ 

Mr. Dawson. The governments offering asylum. 
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Mr. Taper. They did not offer them asylum; these people just 
came there. 

Mr. Dawson. They granted them asylum by the act of not turning 
them back at the border, and some of the countries have a provision 
in their constitutions for granting asylum. They did not induce 
them to come. 

The conditions which these stateless escapees found themselves in 
were as follows: 

The large programs for caring for World War II refugees and 
displaced persons had terminated and they were left in a state of stag- 
nation in a manner which played directly into the hands of the Soviets. 

At this junction I would like to ask permission to speak off the 
record as to the basic objectives involved in this program. 

Mr. Tazer. Go ahead. If you get it to anything that relates to 
the financial picture, we will want it on the record. 

Mr. Rooney. Mr. Chairman, I believe this is the first time Mr. 
Dawson has testified before the committee. Should we not have 
something in the record about his background ? 

Mr. Taser. Yes; you might do that first. 

Mr. Dawson. My personal background ? 

Mr. Taser. Yes. 


PERSONAL BACKGROUND OF MR, DAWSON 


Mr. Dawson. I was born in Berkeley, Calif. My father was a 
aduate of Annapolis and a lifetime career officer in the Navy and 
ater in the Marine Corps under the Navy Department. I attended 

the University of Virginia, where I majored in history, and subse- 
quently served with a historical foundation in the State of Virginia, 
and later with the extension division of the University of Virginia 
and as assistant director of the Institute of Public Affairs of the 
University of Virginia. 

I went in the Army as an enlisted man and came out as a first 
lieutenant after 3 years of service, and immediately went into UNRRA 
through a special release from the Army to enable Army personnel 
to go into UNRRA. 

In 1947 I came to the Department of State in the Office of the 
Adviser on Refugees and Displaced Persons and served there until 
July 1, 1953. During my tenure in the State Department the escapee 
program, specifically in late 1951, was formulated, and I played a 
major part in drafting it. I went abroad to establish it in May 1952 
and have become Director of it. 

Mr. Taser. When did you become the Director? 

Mr. Dawson. I became the Director upon transfer to the Foreign 
Operations Administration under Reorganization Plan No. 7 on July 
1, 1953. Prior to that time I had been the person principally in- 
volved in directing the program, but under the supervision of Mr. 
Warren, the Adviser on Refugees and Displaced Persons. 

That brings us up to date. 

Mr. Taper. You may proceed with your statement now. 

Mr. Dawson. The conditions which I described a moment ago, 
the stagnation and neglect and hopelessness which the escapees found 
themselves in in the countries of asylum, were playing directly into 
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the hands of the Soviets, who have always attached major importance 
to the problems of escapees, for reasons which I will go into. 

The Soviets have three objectives with m4 to escape. The first 
is to preclude escape at all costs. The second is to secure the forcible 
repatriation of those who do escape. And the third is, failing in that, 
to bring about the neglect of these escapees in the nations of the free 
world in which they find themselves. 


PURPOSE OF PROGRAM 


The escapee program was formulated in support of the United 
eitotne political and psychological objectives with respect to the 

oviets. 

The program was set up to deal with what was estimated at that 
time to be approximately 18,000 persons who have fled since Janu- 
ary 1, 1948, into the western countries. It was recognized in setting 
up the program that one of the political and psychological objectives 
would be prejudiced if, after they risked everything to. escape, these 
persons were neglected. Word filters back through the grapevine 
and if the escapees were neglected it would give a lie to everything 
said by the Voice of America, and so forth. 

I should like to mention a word about the barriers the Soviets have 
erected to prevent escape. They have electrified barbed wire which 
they have tripled and quadrupled. They have land mines. Soldiers 
are ordered to shoot on sight. The death penalty is provided for 

le who seek to escape and there are terms up to 10 or 15 years 

» iberia for people who know of attempted escapes and do not report 
em. 

One of the chief means of escape at the present time is through 

official guides who know the pom and get people through. If these 

guides are caught they are publicly shot, and there have been many 

such cases which are documented. 


ROLE OF VOLUNTARY ORGANIZATIONS 


The program operates through voluntary agencies, the greater part 
of them American and a few international agencies, which have their 
own staffs in the field and their own meager resources, but which 
need supplementation. 

Mr. 1c emrananeaty Either on or off the record, such as? 

Mr. Dawson. The National Catholic Welfare Conference, for ex- 
ample; the Lutheran World Federation; and so forth. There are 
about 25 all together as is shown by attached list. 

(The list referred to above is as follows :) 


List or VoLUNTARY AGENCIES 


AFRF—American Friends and Fighters for Russian Freedom 
AFCR—American Fund for Czechoslovak Refugees 
AJDC—American Jewish Joint Distribution Committee 
APWR—American Polish War Relief 

CARE—Cooperative for American Remittances Everywhere 
ORT—American Organization for Rehabilitation through Training 
GRC—Greek Red Cross 

HIAS—Hebrew Sheltering and Immigrant Aid Society 
ICEM—Intergovernmental Committee for European Migration 
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1AA—International Aid Administration 
IRC—International Rescue Committee 
ISS—International Social Service 

LWF— Lutheran World Federation 

NCWC—National Catholic Welfare Conference 
NCFE—National Committee for Free Europe 
RSC—Refugee Service Committee 

TF—Tolstoy Foundation 

TMAC—Turkish Mutual Aid Committee 
ULRFA—United Lithuanian Relief Fund of America 
UUARC—United Ukrainian American Relief Committee 
WCC—World Council of Churches 

YM/YWCA—Young Men’s/Young Women’s Christian Association 

The escapee program has a small number of personnel assigned in 
Germany, Austria, Italy, Greece, Trieste, and Turkey who enter into 
contracts for specific projects to improve the initial reception and 
to supplement what the local governments are doing in the form of 
interim care and maintenance and, lastly, to secure the resettlement 
of these people in other countries around the world. The resettle- 
ment program is so that these escapees will not pile up in the asylum 
countries. 

The program to date has resettled more than 11,000 persons from 
the countries of asylum in Europe to less populated countries of the 
free world such as Canada, the United States, and South America. 
It has an existing caseload of 25,350 persons in Europe. It consists 
of all the Iron Curtain nationalities. The rate of influx of new 
escapees from the Iron Curtain countries is only 200 per month, so 
severe are the controls on the border. } 

Mr. Wicciesworrn. This resettlement work is limited to escapees? 

Mr. Dawson. It is limited to escapees of the category I have defined. 
It is carried out on an intensified basis to get them off the caseload 
as much as possible and looking forward to the time they will mostly 
be resettled. 

Mr. Taser. Off the record. 

(Discussion off the record.) 


SECURITY CHECKS OF ESCAPEES 


Mr. Dawson. I should like to explain this. The Iron Curtain 
escapee possessing special significance to the United States interest 
is nevertheless the most difficult person to resettle. He has over him 
a security shadow by virtue of his escape from a Communist-dominated 
country, and he is checked and rechecked by the authorities before 
he comes to the escapee program. Even after he comes to the escapee 
program, he is triple checked again and he is excluded if he is bad. ~ 

Mr. Forp. What percentage of the people you contact have been of 
doubtful legitimacy ? 

Mr. Dawson. About 13 percent have had something wrong with 
them that has called for further investigation. That is not by any 
means exclusively subversives, but includes exclusions on moral 

ounds and for other reasons. If an escapee breaks from Hungary 
into Austria he enters an interrogation center where he is interro- 

ated for an average period of 3 months, 4, 5, or 6 hours per day. 
very statement he makes is checked and cross-checked and recorded 
and compared and scrutinized, and sooner or later the chances are 
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they will catch up with him if something is wrong. Then when 
he goes in the escapee camp where thousands of others are assembled, 
if he has been a Commanns in Prague, let us say, the chances are 
he will be recognized and turned in by other escapees there. 


RESETTI.EMENT OF ESCAPEES 


Mr. Forp. If found eligible, he may be resettled through the Re- 
settlement Committee in any country in the world? 

Pa Dawson. They must be given visas by the countries accepting 
them. 

The Escapee Program is enga in removing the disadvantages 
to resettlement that the escapee has and effecting his movement to 
a country that may grant him a visa. The Escapee Program pays 
part 7 the transportation and the Migration Committee pays for a 

rt of it. 

"(Phe escapee is severely disadvantaged and if there were no special 
program to help him he would stay in the camp in most cases. 

Mr. Taper. Where are these people? 

Mr. Dawson. In Germany, Austria, Italy, Greece, Trieste, and Tur- 
key; with a small number in other western European countries. 

r. WiGGLEsworTH. You mean before resettlement ? 

Mr. Dawson. Before resettlement. The effort of our program is to 
take a man who does not have a chance, who is behind the eight ball, 
and convert him to a person who does have a chance. The first thing 
is to clean up his security. The second thing is to teach him the 
language of some resettlement country. Also, to give him a decent 
standard of care to make him a healthy individual if he is unhealthy; 
to train him in a vocational training that will make him acceptable; 
and finally, if he is resettled in another country we pay part of his 
transportation to the country that accepts him. 

The program during 1953 moved into the Far East on a modest 
—_ and on quite a different basis from that on which it operates in 

urope. 

In Hong Kong there are an estimated 114 million Chinese from the 
mesma They have more than doubled the population of Hong 

ong. 


WORKLOAD DATA OF ESCAPEE PROGRAM 


Mr. Passman. How many of these escapees are you able to process 
each year? 

Mr. Dawson. To resettle? 

Mr. Passman. Yes. 

Mr. Dawson. 6,000 thus far. The program was commenced at 
approximately the beginning of fiscal year 1953. 

Mr. Taner. Do you mean it had not been going before that? 

Mr. Dawson. It was just being authorized in March and April 
1952 and it actually began operations the beginning of fiscal year 
1953. The pipeline of converting a person who has escaped from 
an Iron Curtain country into someone who is resettable and getting a 
visa for him is lengthy. We have resettled 11,000 as of May 1954. 

Mr. Taner. I understood you to say there were 3,000 cases pending. 

Mr. Dawson. I did not intend to say that, sir. We have resettled 
11,000 persons and we have an existing caseload of 25,350. 
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Mr. Passman. Off the record. 

(Discussion off the record.) 

Mr. Taper. I understood you to say there have been from 17,000 to 
18,000 escapees since 1948. Is that correct? 

Mr. Dawson. No, sir. 

Mr. Taper. What did you say? I do not know how I got that 
wrong. 

Mr. Dawson. When the program was first initiated it was on the 
basis of an estimate of approximately 18,000 persons who had escaped 
since 1948 who would have to be dealt with. That would edule a 
large number of people who escaped from Czechoslovakia after the 
overthrow by the Communists in 1948. Actual developments have 
shown that the number was somewhat larger of persons who had 
escaped and had not been able to go anywhere and were on hand in 
these countries. The statistics therefore show a considerably larger 
number of persons. 

Mr. WieG.esworrnu. Off the record. 

(Discussion off the record.) 

Mr. Taser. I think maybe we have had enough of the story. I 
wonder if we could get down to the money you need and what you 
need it for. 

APPROPRIATION REQUEST 


Mr. Dawson. Yes, sir. We had $7.5 million for fiscal 1954 and we 
have requested $6.5 million for fiscal 1955. That is needed for the 
payment of transportation of escapees and supplemental efforts for 
their care and maintenance and for the resettlement support activi- 
ties, including training and visa search and visa development projects 
in countries in all areas. 

The program is operating in close cooperation with the local govern- 
ments, and the local governments furnish an estimated 68 percent of 
the total cost of the care and maintenance angle of the program. The 
escapee program contribution is an estimated 21 percent, and the 
contribution of the voluntary agencies is an estimated 11 percent. 

Mr. Taser. How do you operate the thing? Are these people put 
in some kind of quarters in a prison or a refugee camp, or what do 
they call them over in Germany ? 

Mr. Murpuy. Concentration camps. 

Mr. Taper. Yes, or something of that kind, or how are they han- 
dled? What do you do with them? 

Mr. Dawson. They are primarily out of camp. 

Mr. Taper. Does that mean they live in houses? 

Mr. Dawson. They live in houses in the economy of the country. 
There are 21 camps housing escapees all together, mostly small in 
size. 

Mr. Taper. How are they maintained ? 

Mr. Dawson. They are maintained basically through the local gov- 
ernment. They usually come under the Ministry of the Interior of 
the country concerned. Our program supplements the standard of 
living to bring it to the minimum required in order to serve United 
States objectives. For those out of camp that are living usually 
through their own resources, but not in all cases—they hold jobs when- 
ever possible of various types—the effort is to move these people on 
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because they are in countries which are by and large unable both on 
political and economical grounds to maintain a large and continuous 
stateless foreign population permanently. However, some local inte- 
gration of escapees has been carried out successfully already. We have 
a program which envisages the increase of the number of people lo- 
cally integrated in 1955. 


OBLIGATIONS IN FISCAL YEAR 1954 


Mr. Taser. What do you do with the money that you have? How 
much of this $7.5 million that you have set up was actually expended 
in fiscal 1954? 

Mr. Murreny. Expenditures in 1954 total $4.6 million. The full 
amount of $7.5 million was obligated. 

Mr. ‘Taner. How do you get that? 

Mr. Murreuy. How do I get what, sir? 

Mr. Taser. That the whole amount was obligated. How was it 
obligated ? 


CONTRACTS WITH VOLUNTARY AGENCIES 


Mr. Murrny. It was obligated basically on the contracts with these 
voluntary agencies. 

Mr. ‘Taser. Do you have one of these contracts with you? 

Mr. Dawson. No, sir. 

Mr. Taser. I would like to see it. 

Mr. Mureny. We will be glad to furnish that. 

Mr. Taser. Bring a half dozen. 

Mr. WiaeiteswortH. Whom are the contracts with? 

Mr. Dawson. Voluntary agencies such as the National Catholic 
Welfare Conference and so forth. In the case of the one camp in 
Greece the local government is giving the camp and the real estate 
and the basic minimum food and calories, and perhaps that is all, or 
perhaps a basic handout of clothing. In order to insure that some 
training will be carried out, we will enter into a training project with 
the Organization for Rehabilitation Through Training, ORT, pro- 
viding specified training services for certain specified numbers of 
escapees within a specified length of time. These are not grants. 
They are contracts on a reimbursable basis. They are paid according 
to the costs. 

Mr. Wiceieswortn. Is it fair to say that $7.5 million was expended 
in respect to 25,350 individuals? 

Mr. Dawson. Yes, sir. 

Mr. Wicerrswortn. That is an average of something like $300 


apiece. 
(Norr.—The following statement on Escapee Per Capita Costs was 
submitted later :) 


EscaPee Per CApira Costs 


It is difficult to develop sound and meaningful per capita cost figures for the 
escapee program. In the first place, the caseolad is extremely fluid. On any 
given date, there will be X number of registered escapees receiving assistance 
from the program. However, this number is augmented continuously by new 
arrivals whose rate is determined by the severity of conditions behind the Cur- 
tain, of the border controls, and of the weather. The number is increased by 
the registration of escapees who had arrived earlier, but had not previously 


305 


applied to the program for assistance. The caseload is constantly being reduced 
by the number who leave to be resettled, and by those who die, who prove to 
be security cases or otherwise ineligible, or who are otherwise disposed of. The 
net on hand at the next date when a reckoning is taken is determined by add- 
ing to the number on hand at the beginning date the number of new arrivals and 
of new registrants and by subtracting from this total the number resettled and 
otherwise disposed of. 

Between the dates used for census taking, there is an overall average case- 
load figure. However, this figure is not useful in measuring the several integral 
parts of the program since for each part of the program, widely varying num- 
bers of people are involved. Also, it does not have much meanivg because the 
pregram differs markedly as between Europe and the Far East and separate 
standards of measurement must be used in each of these areas. 

It is possible of course to develop an overall per capita cost for each area 
based on the total amounts expended in the area divided by the total number 
of escapees given assistance in the area. In Europe in fiscal year 1955, it is 
estimated that assistance will be given to a total of 35,600 escapees, each of 
whom will cost the program at least a modest amount of money. This 35,600 
figure is arrived at by taking the total on hand on June 30, 1954 (25,350) and 
by adding to this the estimated number of new arrivals (4,850) plus the esti- 
mated number of previous arrivals who are just being registered (5,400). If 
the 35,600 total is divided into the $5 million to be spent on European escapees, 
a rough per capita cost of $140 results. 

However, this figure has less significance than the following per capita costs 
for various parts of the European program: 


Care and maintenance $60 
Preparation for resettlement 
Resettlement transportation 
Local resettlement 800 


In the Far and Middle East, $1,500,000 is to be spent on a maximum of 15,000 
escapees or a per capita cost of $100. This is related to the following specific 
per capita costs: 


Resettlement of Chinese in Formosa $50 


Mr. Dawson. These contracts also relate to the resettlement itself, 
to the transportation, and to the efforts in the receiving country to 
procure the visas, to find the home and the sponsor. 

Mr. Taser. Mr. Murphy, where do we find this item on the obliga- 
tion chart? 

Mr. Mureny. There is none on that, sir. The escapee program is 
administered by the Foreign Operations Administration. 

Mr. Taser. Go ahead. 

Mr. Dawson. The transportation contract, of course, is with the 
Migration Committee and the efforts receding resettlement relate 
to the documenting of the individual who comes without documenta- 
tion. The alternative of not doing this is that they remain in the 
stagnant, inactivated status which plays into the hands of the Soviets. 


EXTENSION OF ESCAPE PROGRAM 


In extending the program to Hong Kong, we took into account 
the necessity of getting the free world in some way involved in the 
great psychological struggle for the minds of the people on the 
mainland. Because of the peculiar veneration in which the leader 
or intellectual is held in China, it was feasible to pick out of the 114 
million a small group and not do something for the large group. 
Moreover, there is no resettlement potential in the Far East that 
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we know of for 114 million Chinese at the present time but it was 
= ram it was felt, to move a certain number of these leaders to 

ormosa where they could become not only of assistance to us in the 
partermren: warfare, but to Formosa. Our contact in the Far East 

as been with an organization with headquarters in New York known 
as Aid Refugee Chinese Intellectuals, Inc. They are concerned 
with some 11,000 persons. Our program does not. necessarily have 
the objective of resetting all those 11,000. We have resettled 
6,000 to date, mainly in Formosa. 

There is a very small problem in the Middle East, principally 
in Iran, consisting of Russians who have escaped into Lran, and 
efforts will be made to remove them to countries other than Iran, 

As I said, we have asked for $6.5 million for fiscal 1955 with which 
we believe the — can be effectively carried on. We expect 
to resettle 18,650 persons during fiscal year 1955. 

’ Mr. Wieeieswortn. As compared with what in 1954? 

Mr. Dawson. As of May 31, 1954, it was about 11,000. 

Mr. Taner. Why did it cost you so much to operate this year? 

Mr. Dawson. For several reasons. The initial establishment costs 
of a program such as this necessarily are a little higher. 

Mr. Taser. This program has been going on since 1950, has it not ? 

Mr. Dawson. No, sir. 


AMOUNTS OF FUNDS AVAILABLE FOR PROGRAM 


Mr. Taser. In here we have an indication on this sheet that the 
availability from 1950 to 1954 was $12,718,000. 

Mr. Murrny. That is misleading. That is because in all of the 
military assistance program columns we have used that fiscal year 
1950-54 indicator, but this particular program did not get underway 
until fiscal year 1953. 

Mr. Taner. Instead of having the $7,500,000, they have $12,718,000? 

Mr. Murpny. No, sir. The $7,500,000 is what they had in the fiscal 
year 1954. The difference between $7,500,000 and $12,700,000, or 
roughly $5,200,000, was available to the prorgam in the last month 
of the fiscal year 1952, and the full fiseal year 1953. 


FACTORS INVOLVED IN RESETTLEMENT PROCESS 


Mr. Taser. That makes it rather difficult for me to understand how 
they could have had all that money available and not resettled more 
yeople. 

' Mr Dawson. May I answer that? The resettlement effort is a 
pipeline effort even when you have the visa already available. For 
example, under the USDP law, the visas were set aside, but the process 
of fulfilling the requirements of the United States law and registering 
the refugees and getting them to the consulates and getting them 
through the mill, their security checks finished, and so forth, is a very 
time-consuming effort, and above all getting the assurances for them, 
the sponsors. 

In connection with the escapees, they are persons who have a more 
difficult time in qualifying, and in most countries visas are not readily 
available for them until the time has come when they have been 
through training and they have been brought to the point where they 
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can become better qualified. The pipeline is long. It is normal I 
think in resettlement programs that the first year of operation after 
its establishment does not produce much resetileanent. 

Mr. Taper. You have 11,000 that you resettled in 1954. You have 
a total of 25,350 overall. If you subtract 18,000 from 25,350 you 
get 6,700. If we take 11,000 from 25,350, that will leave 14,000. You 
are getting 200 a month. You will not get up to 18,000. You will 
not have enough escapees to fill your figure. 

Mr. Mourpny. The 25,350 on hand at June 30, 1954, was after the 
11,000 had been settled, the 11,000 that you speak of. 

Mr. Taser. Do you mean that you had 36,000 before ? 

Mr. Dawson. That is substantially the case. 

Mr. Taser. I cannot keep up with the parade. 

Mr. Dawson. We have been concerned so far with 35,173 persons. 
The 11,027 have been resettled as of May 31, 1954. 

Mr. Rooney. Was it after you resettled the 11,000 that you found 
yourselves with a caseload of 25,350? 

Mr. Dawson. Yes. 

Mr. Rooney. And you gave a further statement that at the moment 
you are only getting 200 a month? 

Mr. Dawson. From the Iron Curtain area. 


QUALIFICATION FOR REFUGEE PROGRAM 


Mr. Gary. Do these escapees come under the refugee program for 
bringing refugees into this country? 

Mr. Dawson. Some will qualify under that program. 

Mr. Gary. What percentage, roughly? 

Mr. Dawson. We hope to move approximately 8,000 of them to 
this country in the fiscal year 1955. 

Mr. Taser. What are you going to do with them? 

Mr. Dawson. If they are moved to this country, they will have job 
assurances provided under the law. 

. Mr. Tazer. But they do not stay with the jobs when they get over 
ere. 

Mr. Gary. The Congress authorized the admission of 219,000. We 
have to find a place for them somewhere. 

Mr. Taser. I suppose so. I find that about 1 in 20 stay where 
they are put. 

Mr. Wicereswortu. Do you mean that 8,000 out of the 18,000 
will probably come to America? 

Mr. Dawson. Yes. We are resettling them primarily in America, 
Canada, Austria, and Brazil and other Latin American countries. 

Mr. Wiccteswortu. Do you include all of those countries in the 
8,000? 

Mr. Dawson. No. They are included in the total resettlement 
figures. Our figures in the last 6 months show an increase percentage- 
wise of the numbers going to other countries and a decrease in those 
coming to this country. 

Mr. Rooney. Mr. Warren, you are conspicuous by your failure to 
say anything up to this point. ° 


; 1 


308 


Mr. Warren. Mr. Dawson is directly in charge of the program. 
My concern is solely with the policy aspects of it in the Department 
of State. The operation is entirely in the Foreign Operations 
Administration. 

CATEGORIES OF ESCAPEES 


Mr. Davis. Turning to page 131 of the book here, I am having a 
little trouble. The “Regular Program Eligibles” is the first heading 
that appears, and under that there are listed countries to which these 
people have come; is that correct? 

r. Dawson. That is correct. 

Mr. Davis. And the other heading is “Other program eligibles,” 
and under it appears to be a list of countries from which they come; 
is that correct ¢ 

Mr. Dawson. No, sir. There was a breakdown of the regular pro- 
gram eligibles. We did not attempt to break down the countries of 
asylum of the others. These others are in these same countries in 
varying numbers, but in the case of many their registration is still in 
process. They were added after the first program eligibles with which 
the program started. 

Mr. Taser. How do you get program eligibles out of Russia? 

Mr. Dawson. That is a category of escapees, U. 8S. S. R. escapees, 
but that does not mean that they are now in the U.S. S. R. but rather 
in one of the other countries and will be dealt with under the program. 

Mr. Davis. I do not see how you add the two in order to get your 
total caseload. You have a list of countries, and I would assume that 
there is where those people are—in West Germany, Austria, Italy, 
Trieste, Greece, Turkey, and some other part of Western Europe. 
That is where they would be found. 

Mr. Dawson. Yes. 

Mr. Davis. That indicates 14,550 that are on hand as of June 30, 
1954. Now do you know where those are? 

Mr. Dawson. Yes. 

Mr. Davis. Down below on the table you add to that figure 10,800 
more, and you list those as being U. S. 8S. R. We are sure they are 
not in the U. S. S. R. unless they are some that you have your finger 
on there and which have not come out; is that what it is? 

Mr. Dawson. No. New categories have been added. 

(Discussion off the record.) 

The Greek ethnics are in Greece. 

The U.S. S. R. group is in an extension of the assistance to certain 
categories of Russians who previously had not been considered eligible 
in the initial establishment of the program. It has been determined 
that it is in the interest of the objectives of the program to do a bit 
more for Russians than could be done under the rigid dateline of 
January 1, 1948, that we used initially, so the Russians of early date 
are being assisted under the program. We have simply listed them 
this way in these categories. They are in these asylum countries. 

Mr. Davis. But they are not included in the figures that you give us. 

Mr. Dawson. That is so. 

(Discussion off the record.) 


309 


REASONS FOR ESCAPEE PROGRAM 


Mr. Dawson. Sir, it is my own view—which | think is pretty widely 
held by people dealing with escapees and the problems—that people 
do not escape in order to secure assistance but rather because of the 
genus they feel as individuals under the Communist system. 

ey do not escape from an ideology as such, but they decide to leave 
when the time comes when the totalitarian ideology works its per- 
sonal oppression on them as individuals. When the farmers are 
called upon to deliver quotas that they cannot fulfill; when the mer- 
chant sees his brother has gone to Siberia and that he will be next, 
that is when they escape. They do not escape to receive the minimal 
assistance granted by the local governments, with the supplement of 
the escapee program. If there were a graph showing the assistance 
in Germany to escapees, and to refugees generally from 1945 to 1954 
it would be up, but the graph of escape during that same period would 
show a sharp descent. The border-control measures are the main 
governing factor. There is no reason to believe that the program will 
induce any mass defection. We do recognize in the case of certain 
individuals, including some key individuals, that the availability of 
assistance and the knowledge of asylum prompt their decision to 
escape. In some cases, it may be the straw that breaks the camel’s 
back and actually makes them decide to escape. 


GREEK ETHNICS 


Mr. Davis. Are the Greek ethnics Greeks that have come into Greece 
from Bulgaria and other countries near there? Who are they? 

Mr. Dawson. They are largely Greek ethnics who have been resi- 
dents of Rumania and nationals of Rumania. Some are bilingual and 
some speak only Rumanian. Starting in 1950, the Rumanian Gov- 
ernment decided to expel them, distrusting them within the economy 
there, and the Greek Government arranged to give them one-time pass- 
ports and emergency succor in Greece, but having arrived in Greece 
they have no ties, roots; they become a part of the Greek overpopula- 
tion element and they are in the psychological situation of the Iron 
Curtain escapees. So it was felt that the escapee program should 
do something for a minimum number of those as a token, or for the 
service of other agencies. So while there are perhaps 10,000 Albanian 
and Rumanian Groin altogether in Greece, we are concened here 
with 1,500. 


RECONCILIATION OF NUMBER OF ESCAPEES 


Mr. Davis. How do you reconcile the figures on page 131 showin 
a total of 6,700 in Europe resettled and 925 otherwise disposed of, 
which is 7,625, with a figure that appears on page 129 of over 11,0004 

Mr. Dawson. The 6,700 resettled on page 131 is a 6-month figure. 
We start on column 1 with on hand, December 31, 1953, and then we 
show in column 4 the number resettled prior to June 30, 1954. 

Mr. Wiceteswortu. When were the balance resettled ? 

Mr. Dawson. Prior to December 31, 1953. ; 

Mr. Taser. You have another thing that bothers me. You show on 
hand December 31, 1953, 17,200. You have 2 arrivals of 2,400. 
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You have shipments out and disposals of about 7,625, and if you sub- 
tract that from the 19,625 in the first 2 columns you do not get 25,350. 
I ro not know why that is, but that is not what I would call balanced 
books. 

Mr. Anversen. Are they not adding it instead of subtracting it? 

Mr. Taser. They are adding their disposals to the number on hand 
and the new arrivals. That is right. I do not know how they do it. 

Mr. Roonry. Perhaps someone on the other side of the table wants 
to explain this chart. 

Mr. Taser. I would think so. 

Mr. Sonorka. I am the executive officer of the escapee program. 
The figure of 25,350 is arrived at by taking what we had on hand 
at December 31, adding our new arrivals and our registrants of prev- 
ious arrivals—because these people are always being turned up and 
added to the caseload—and then subtracting the item of 6,700 and of 
925 from that total, leaving this total of 25,350. 

Mr. Forp. In other words, you take 17,200 and you add 2,425 and 
13.350, and from that total you subtract 6,700 plus 9257 

Mr. Soporka. Yes. 

Mr. Wiccieswortu. Does registration mean that they are eligible 
for resettlement? 

Mr. Sororka. No, sir. It means they are given a number on our 
caseload and are processed for security and otherwise, and then after 
they clear that they actually are given resettlement assistance. But 
they are people we are dealing with at any one particular time. 

Mr. Weiuanwoncs. You hve nothing in this table to show the num- 
ber of those eligible at this time? 

Mr. Dawson. We have the total figure here, and then those who do 
not make it will be dropped in the “Otherwise disposed of” column, 
or they may be resettled or locally integrated. 


SECURITY CHECKS 


Mr. Anversen. How do you process them as to security? How are 
you able to tell whether a man or woman coming across the border 
Is a security risk or not ? 

Mr. Dawson. Our first reliance is on the very intensive work done 
by the screening authorities. We have access to the information 
which they develop through that process that I have described be- 
fore—the check, the recheck, the recording of every statement and the 
cross-referencing, and then after that they are turned over to the 
escapee program after they have left the screening centers, they are 
observed and checked again, and we use local investigators who investi- 
gate their behavior and their contacts while they are in Austria, Ger- 
many, or whatever the case may be. There is very intensive scrutin 
made of the individual, which from my experience is most soar ef 
I do not know where any other individuals are more closely checked. 

Mr. Anpersen. I was wondering how it was possible to go back into 
their antecedents and find out what they really were back in their 
own homes. ‘You do not have access to any records from there; 
do you? 

Mr. Dawson. The escapee prorgam does not have means, or the 
objective, of getting into those countries themselves. 

Mr. Anversen. Certainly not. 
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Mr. Dawson. We do, of course, seek to get through various sources 
any information concerning that we can. I think that the inability 
to get into the courthouse in Bulgaria and look at the records is the 
reason why the intelligence briefing is so severe and lengthy, and why 
the cross-references are so complete. 

Mr. Wieciesworru. Does the figure of 300 under the column 
“Otherwise disposed of,” in the fiscal year 1954, mean that out of 
11,150 you actually found 300 that were not eligible for resettlement? 

Mr. Dawson. 0, sir; it does not mean that. It means disposed 
of for a variety of reasons—it could include security, or people who 
voluntarily withdrew from the program. It could include the re 
who died, some few who resettled under the sponsorship of people out- 
side of the program—friends or relatives, or something like that. 


BASIS OF ESTIMATE 


Mr. Davis. One thing that I have not been able to figure out after 
the discussion we have had is the relationship of the cases to the 
dollars. In other words, as of the moment, I cannot tell whether 
you need $6,500, or $65,000 or $650,000, or $6,500,000 in order to do 
the job. Is there anything you can tell us that would help us to gage 
the financial requirement here? I do not feel that I have anything of 
that kind yet. 

RESETTLEMENT COST 


Mr. Dawson. Yes. We expect our resettlement figure in 1955 to 
be $2,043,750. 

Mr. Davis. How did you arrive at that figure? 

Mr. Dawson. That is the cost of transportation for the resettle- 
ment of the people, which averages $125 per case. We expect to 
integrate locally in these cases. We expect to promote and work out 
the local permanent integration on a basis of self-dependence with 
job holding, 2,300 people at $300 per head. That is $690,000. 


CARE AND MAINTENANCE COST 


The care and maintenance supplement to what we give to the pro- 
vision made by the local governments averages out at $60 per head 
per year. That is an average care and maintenance caseload of 20,662 
persons. That takes into account in some months, especially toward 
the end of the year as the resettlement rate increases, that more peo- 
ple will be going out and you will have more in the first 6 months 
than you do in the last, and some people now being registered will be 
on the care and maintenance caseload during the period of their 
registration. The average care and maintenance caseload figure of 
20,662 at $60 a head comes to $1,239,750. 


RESETTLEMENT SUPPORT 


Then there are various other projects that go into the actual pro- 
duction of the visa through direct and indirect means by the train- 
ing on the individual and overcoming the several disadvantages 


which I outlined before. That includes the ee of his par- 
ticular case, the building up of his dossier and the counseling, and that 
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means the individual examination of each person’s case with respect 
to his profession, his state of health, the number of dependents, and 
an analysis as to where that individual would have the best chance 
of being resettled, bearing in mind the various immigration laws and 
— of the various countries in which they might be resettled. 

hat counseling is included in this overall category which we call 
resettlement support. That comes to $40 per head for 20,662 persons, 
or $826,500. 

Mr. Forp. Those figures that you are quoting so far go to make 
up the $2,043,000? 

Mr. Dawson. They are separate items. 

Mr. Forp. They are in addition to the $2,043,750? 

Mr. Dawson. Yes. For example, the $2,043,750 covers the trans- 
portation of the individual from Germany to Australia, let us say. 

Mr. Forp. It does take in the transportation item which you have 
mentioned, and that is all? 

Mr. Dawson. That is right. But that individual will never be 
transported ; he will never get the visa if we do not have the resettle- 
ment support item at $40 to bring him into the state where he can 
be moved on. 

Mr. Forp. It does not include the care and maintenance and the 
integration costs that you mentioned ? 

r. Dawson. If he is to be integrated, he would not figure in the 
transportation item of $2,043,750. The care and maintenance is not 
included in either of these two sums that you mention, but it is included 
in the care and maintenance item. 


LATIN AMERICA AND CANADIAN PROGRAM COST 


Finally, before getting into the Middle and Far East, there is a 
Latin America and a Canadian program, $200,000. They are resettle- 
ment countries, and we are carrying on projects through the volun- 
tary agencies, particularly in Latin America. Those agencies are 
designed to secure the wherewithal necessary to get a visa and job 
and placement opportunities for escapees. 

Many of those countries are either underdeveloped or they will be 
sent to underdeveloped sections of certain countries. 

Mr. Rooney. As one who thinks this program is highly important, 
and as one who has been in full sympathy with it since it started 
T am afraid the presentation here today has not been such as it should 
be and as I would like. 

We have justifications, for instance, which consist merely of three 
pages. We have not heard any real details as to the funds being 
requested and which I think should have been presented. You 
should back up this record with some facts beyond those meager 
ones you have presented here this afternoon. 

Mr. Dawson. We will be happy to furnish anything for the record. 

Mr. Rooney. Once or twice you referred to some sheets that are 
not in our justifications, These justifications begin at page 129, half 
of page 130, and this chart which has not been fully explained at 

age 131. 
, r. Dawson. Yes, sir. 
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NUMBER OF EMPLOYEES IN ESCAPEE PROGRAM 


Mr. Taser. How many employees do you have? 

Mr. Dawson. We have 57 American employees abroad and 72 locals. 

Mr. Taser. How many here? 

Mr. Dawson. Twelve. 

Mr. Taser. How much payroll? 

Mr. Mourrny. We will be presenting the details of that when we 
come to the administrative part of it. Those charges are not included 
in this $614 million. 

Mr. Taser. All right. 

Mr. Morruy. They are part of the administrative expense budget. 

Mr. Taser. All right. Thank you. 


DEVELOPMENT ASSISTANCE (TITLE IT) AND 
TECHNICAL COOPERATION (TITLE ITT) 


Near East, Sourm Asta, Anp Arrica 
WITNESSES 


HON. HENRY A. BYROADE, ASSISTANT SECRETARY OF STATE FOR 
NEAR EASTERN, SOUTH ASIAN, AND AFRICAN AFFAIRS 

NORMAN §S. PAUL, REGIONAL DIRECTOR, NEAR EAST, SOUTH ASIA, 
AND AFRICA, FOA 


FOREIGN OPERATIONS ADMINISTRATION 


GLEN A. LLOYD, DEPUTY TO THE DIRECTOR 

JOHN E MURPHY, CONTROLLER 

RICHARD LIPPINCOTT, PROGRAM OFFICER, ONEA 

JOHN FERRIS, CHIEF, INDIA, NEPAL, AND CEYLON DIVISION 


DEPARTMENT OF STATE 


FREDERICK E. NOLTING, JR., SPECIAL ASSISTANT TO THE SECRE- 
TARY OF STATE FOR MUTUAL SECURITY AFFAIRS 

ARTHUR E. GARDINER, POLITICO-ECONOMIC ADVISER, BUREAU 
OF NEAR EASTERN, SOUTH ASIAN, AND AFRICAN AFFAIRS 

LEWIS E. FRECHTLING, PROGRAM OFFICER, OFFICE OF THE SPECIAL 
ASSISTANT TO THE SECRETARY FOR MUTUAL SECURITY AFFAIRS 


Mr. Taser. The committee will come to order. 

Mr. Paul, you are the head of this Near East and African setup? 
Mr. Pauu. Yes, and South Asia. 

Mr. Taser. How long have you been in that capacity ? 

Mr. Paut. I was appointed to the post in February of this year, sir. 


PERSONAL BACKGROUND OF NORMAN 8S. PAUL 


Mr. Taser. What is your background ? 
Mr. Paut. I am a lawyer by training and have been in Govern- 
ment since 1948, first with the ECA Administration. 
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My background in Government was, first, in a legal capacity ; there- 
after in an administrative capacity having to do with NATO, military 
assistance, and related assistance to Europe, and before this present 
job I was an adviser to Mr. Stassen on programing problems outside 
the European area—staff adviser. 

Mr. art You are not an engineer, nor have you had agricultural 
trainin 

Mr. Paut. I am neither an engineer, nor an agriculturalist, sir. 

Mr. Taper. You may tell us the difference between these operations 
that are described on page 2—development, assistance, and tech- 
nical cooperation and other programs. You do not have anything to 
do with the other programs, do you? 

Mr. Murrny. Yes, he does, the Palestine refugee program, which 
is carried out in that area. 

Mr. Taner. You may proceed. 


GENERAL STATEMENT 


Mr. Pavt. I will give you an oral summary of the differences be- 
tween the two types of assistance, and I oven | also like to call to the 
attention of the committee the definitions which have been prepared 
in the abbreviated unclassified book, in which we have a 1-page defini- 
tion of each of these different types of assistance. 

Mr. Taser. Is that the small book ? 


DEFINITIONS OF PROGRAMS 


Mr. Pau. Yes. On page 35 appears the definition for technical 
cooperation and on page 33 the definition for development assistance. 
Mr. Taser. I think that you might go on and describe them, if you 
can, 

Mr. Pav. The technical cooperation programs are primarily the 
furnishing of technical assistance in various fields such as agriculture, 
industry, public health, and education, plus the supporting supplies 
and equipment which are required in order to carry out the necessar 
demonstrations in connection with that technical assistance. It is 
substantially sir, the same concept which was presented to the Con- 
gress as the initial point 4 program. It is a concept that is described 
in some detail in the bill recently passed by the House of Representa- 
tives in our authorizing legislation with one rather important differ- 
ence as far as this year’s legislation is concerned. 

Whereas in the past the technical cooperation was described to in- 
clude demonstration, Ser and equipment, as well as technicians 
and trainees, this year the act passed by the House confines that pro- 
gram to technicians, demonstration supplies, and equipment and 
trainees. 

I believe this was due to the fact that in the early stages of the 
point 4 program a certain amount of actual construction of facilities 
was undertaken and charged as technical cooperation. 

Now, the development assistance is financial assistance directed 
toward specific projects for economic development in the countries 
indicated. It is furnished in the form of commodities, or capital 
equipment, imports of one sort or another, which are directly related 
to projects for economic development of the country, either in the 


315 


fields of agriculture, industry, or any of the other basic sectors of 
the economy. 

I think as we go through the various countries I can point out 
more clearly, on a country basis, the distinction between the two, but 
that is a quick definition, Mr. Chairman. 

Mr. Gary. In other words, devaloproent assistance is just another 
name for economic aid; is that right? 

Mr. Paut. It is economic aid; yes, Mr. Gary. 


DISTINCTION BETWEEN DEVELOPMENT ASSISTANCE AND DEFENSE SUPPORT 


Mr. Wiceteswortn. How do you distinguish that from defense 
support that we have been considering ? 

Mr. Paut. The major distinction, Mr. Wigglesworth, is in the 
criteria under which the programs are developed. 

In all the cases in which defense support assistance is requested 
there is the fact of a military effort which is larger than that country 
can support with its own resources, and the reason for our aid, the 
basic criteria, is that a certain amount of financial and economic 
help is needed in order to permit those countries to maintain the 
forces that NATO, or themselves, or ourselves, or a combination of 
those decide is necessary for their defense. 

Development assistance, on the other hand, is not directly related 
to the maintaining of any specific defense effort. It is related to 
the economic development goals of a particular country, but in our 
opinion, and the reason we are asking funds for this program, is 
that the attainment of those development goals is of importance to 
the security of the United States, but not for a direct military related 
purpose. 

Mr. Anversen. May I point out on page 2, comparing the column 
“Defense support” with that of “Development assistance,” that in 
these countries where you have allocated money for defense support 
there is no money allocated in scarcely any instance for development 
assistance, and that would prove to me personally that in the one 
instance you simply call this same line of work, defense support— 
when you can in any way tie it to military assistance—whereas in 
the other, where no military assistance is allocated to a country, it 
seems to come under the heading of development assistance. Do you 
have any comments on this? 

Mr. Paut. If that is not a reflection of what I said, I intended 
to say just that. It is all a matter of the criteria under which the 
aid is developed. 

Mr. Anversen. The two columns are virtually the same thing 
except in one place you hook it on to defense and in the other instance 
to improve the economic welfare of the Nation; is that not about 
the fact ? 

Mr. Pavt. In each case it improves the economic welfare of the 
Nation. 

Mr. Anpersen. Certainly. 

Mr. Pauu. And the types of assistance are similar, as far as I know. 
I do not know the European program. 

Mr. Anpversen. You justify the defense support as being necessary 
because you are giving military assistance into that particular country. 
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On the other hand, we see no development assistance to any country 
to which no military assistance has been allocated. 

Mr. Paut. No, sir. 

Mr. AnpersEN. I am just quoting from page 2. As I say, it is very 
obvious. 

Mr. Pauw. May I try to clarify that? 

Mr. Anpersen. It is obvious to a layman like myself. 

Mr. Pavt. It is related not to the fact whether we have military 
assistance, but to where there is a gap in the budgetary capabilities of 
the country as far as their military effort is concerned. We have a 
development assistance program in Iran, and we are also giving 
military assistance to Iran. 

Mr. Anversen. Now excuse me, but you do not have any such thing 
as defense support in Iran. 

Mr. Paut. No, sir, that is correct. 

What I was trying to establish is it is not the fact of military assist- 
ance being furnished to that country that determines. 

Mr. Anversen. All I am trying to establish is, as Mr. Gary said, it 
is all economic aid under two separate items. We might as well be 
frank about it. 

Mr. Taner. Is it true that the development assistance provides for 
actual project activities while the technical assistance is just planning 
and steering? Is that the picture, or is it not? 

Mr. Pavut. No. The technical assistance is also related to projects. 

Mr. Taser. There are projects under that too? 

Mr. Pauw. Yes, there are. 

Mr. Taper. You have charge of both programs? 

Mr. Paut. Yes. 

Mr. Taser. Proceed and tell us what you care to about the picture 
and why you want the 

Mr. Pav. T would like first to say, when I said rather quickly, 
Mr. Taber, I was in charge of them, I am the regional director. I 
report to Governor Stassen through the Deputy Director for Opera- 
tions, as do all other regional directors who have testified before me. 
The Deputy Director for Operations is Dr. Dennis A. FitzGerald, and 
it is through him T report to Governor Stassen, as do all the other 
regional directors. 


APPROPRIATIONS AND OBLIGATIONS, FISCAL YEAR 1953 AND 1954 


To summarize on an areawide basis, first of all in the technical 
cooperation field, because we are carrying out technical programs 
in virtually all of the countries in this area and development assist- 
ance in only a few, this is a reflection of a policy of continuing the 
long-range point 4 concept of programing. The furnishing of tech- 
nicians and supporting supplies and equipment. In prior years, 
more funds have been requested and appropriated by the Congress for 
this particular activity. In this same area in the fiscal year 1953, 
the Congress appropriated $108,400,000 for this activity. 

Mr. Taper. 1953? 

Mr. Pavt. Yes. 

Mr. Wicerrswortn. That is for this area only? 

Mr. Pau. This area. In 1954 the figure was $73,300,000. 

Mr. Taner. This is the technical picture? F 
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. Pau, Technical cooperation. 

. Taper. And this is just for your region? 

. Paut. Yes. 

*. Taser. How much was obligated out of the $108,400,000? 

. Paut. All but about $1 million. 

. Taser. You do not know how much for 1953? 

. Mureuy. I can get you an exact figure. It is in the neighbor- 
hood of $1 million. 

Mr. Taser. What about the 1954 picture? 

Mr. Pavut. All obligated except between $500,000 and $1 million. 
We can give you an exact figure on that also, Mr. Chairman. 

Mr. Taser. Do you not have it with you? 

Mr. Murrny. It is too early to give you an exact figure on June 
30, 1954. Our preliminary reports do indicate, however, that it will 
be under $1 million in fiscal year 1954, but the June 30 reports, as 
I have indicated before, will not be available until about the end of 
this month. 

Mr. Taser. Do you have the exact May 30 figure? 

Mr. Murrny. Yes, [ have. Inthe Near East, on technical assistance 
for fiscal year 1954, May 31, the obligations total $25,268,268. ‘The 
unobligated balance on that date was $8,524,232. 

Our estimated obligations for the year for the Near East, Africa, 
and South Asia, for technical cooperation are $73,330,000. 

Mr. Pavuu. Those figures are not comparable. 

Mr. Taper. They do not make sense. You said that you had $25 
million obligated to May 31 and $8 million unobligated. That makes 
$33,792,000. 

Mr. Murrny. That is correct, Mr. Chairman. The activity in this 
area under technical cooperation in 1954 is financed in two different 
appropriations—the India, Pakistan, Afghanistan and so on activities 
are financed from another appropriation, and I have not gotten to that 
figure yet, and that accounts for the fact that the $73 million estimate 
shown in book 1 on page 35 for the Near East, Africa, and South Asia, 
is so much larger than that $25 million that I just quoted you. 

Mr. Wiccieswortu. Do you not have overall figures for the area 
against the $73,330,000 ? 

Mr. Mourrny. Yes. The figure that I just quoted, the $73,332,307— 

Mr. Taper. What were the actual obligations against this 
$73,330,000? 

Mr. Murrny. On May 31? 

Mr. Taper. Yes, actual. 

Mr. Mureuy. That $25 million figure that I quoted. That is just 
one component. That is the Near East portion, Mr. Chairman, and 
the South Asia yornon is in another figure here. I will have to com- 
pute it. It is the sum total activity in five other countries. I will 
compute it and give it to you in a minute. 


SUBOBLIGATIONS 


Mr. Taper. You also have another kind of obligation in the nature 
of procurement obligations; is that right—subobligations? ° 

Mr. Murrny. Yes, we have what we call obligations, and we have 
also a term which we use called subobligations. The obligations result 
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from the entering into agreements between the United States Govern- 
ment and participating countries to carry out particular projects in 
which the United States agrees to finance a certain portion of the 
expense and the other country agrees to certain undertakings. 
he subobligations stage comes about when the actual documents are 
rocessed to initiate procurement, or to contract for technicians, or 
or other services to carry out the projects agreement. 

Mr. Pauw. Most of our obligations for technicians are done on an 
independent-obligations basis and do not involve project agreements. 

Mr. Moreuy. It is when we use a contractor, like a university, to 
supply technicians that we have the subobligation phase under the 
technician component. 

Mr. Taser. Isn’t it true that your subobligations on May 31 were 
$38,758,000 ? 

Mr. Murer. I don’t recognize that figure, sir. It could very 
well be. I will be glad to check it. 

Mr. Taser. I thought perhaps you might have something here this 
morning on it. We have been struggling along here for 2 weeks now. 
T was in hopes we would have something by this time. 

The obligations are reported as $57,168,000. Is that correct? 

Mr. Murrny. Is that at May 31? Is it supposed to be May 31? 

Mr. Taser. It is supposed to be. 

“ Mourrny. Again I don’t recognize the figure. I will be glad to 
verify it. 

Mr. Taser. As long as you do not have it we will let it go. There 
is no use trying to get any figures from you. 


STATUS OF TECHNICAL COOPERATION PROGRAM BY COUNTRIES 


Would you be able to give us the expenditures on this particular 

ricture 
Mr. Murry. Yes, we would be able to, sir, but I couldn’t give it 
to you at this moment. Again it is the fact that the Near East was 
1 appropriation last year, and 5 countries of south Asia represented 
only part of another appropriation. 

The figures I have on expenditures and obligations are appropria- 
tion figures, so that they include for Asia Thailand, the Philippines, 
and countries which are not part of the south Asian area. The 
problem is one of appropriations structure. 

Mr. Taner. We have tried to throw these figures together on the 
hasis of the budget request. I don’t know what the trouble is but we do 
not seem to have anything that gibes. 

The expenditures, according to the record that I have, ran $15,- 
147,000. Is that anywhere near right? 

Mr. Morrny. This is fiscal year 1954 expenditures? 

Mr. Taper. Yes. 

Mr. Moureny. Through May 31? 

Mr. Taner. Yes. 

Mr. Murery. Of course those figures could come from only one 
place, which is my office. If your staff got them from my office T 
would have to vouch for them because I naturally think we wouldn’t 
provide them if we didn’t think they were right. I can look at my 
expenditures table here on the Near East. Actual expenditures from 
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July 1 to April 30, Near East and Africa alone, $34.5 million through 
May 31. So the figure of $15 million which you quote could not 
possibly be correct. That figure I quoted is just for Near East. 

aoe When.aowense, You told us you had $74.7 million for fiscal 
1954 

Mr. Mourrny. That is right. 

Mr. WiGGLEswortH. Do you mean you cannot tell us what the obli- 
gation or expenditures against that $73.3 million are for 11 months? 

Mr. Morruy. Well, sir, as you probably know, the books are main- 
tained on a cumulative basis. The $73.3 million for this year is 
merely added on top of the amount available for previous years. 

The $34.5 million figure which I quoted as the actual expenditure 
in this account for the period July 1, 1953, through May 31, 1954 
is expenditures in the Near East and Africa only, against the total 
made available not only for this year but for previous years. I would 
not want to imply that this 34.5 all came right out of that 73.3 which 
was merely this year’s obligational authority. Some of it undoubt- 
edly related to an obligational authority made available in prior years, 
and again your figure covers not only the Near East but it covers 
south Asia as well. 

Mr. Wiceieswortu. How can you keep track of things if you do 
not follow your obligations and your expenditures month by month? 

Mr. Murruy. We do follow them, sir. 

Mr. WiceLeswortu. But you cannot give them to us? 

Mr. Taser. I don’t know whether you have this record which came 
out of your office ? 

Mr. Murreuy. The May 31 fiscal report, sir? I have a copy here. 

Mr. Taser. Cumulative summary ? 

Mr. Moureny. Yes, sir. What page are you on, sir? 

Mr. Taper. Page 15. This expenditure figure shows $516 million 
for Egypt out of that 

Mr. Murruy. That is correct, against 1954 obligational authority 
only. 

Mr. Taser. Ethiopia shows—— 

Mr. Mureuy. That is at the top of the next page, $702,283.42. 

Mr. Taser. The next one is India. 

Mr. Mourpny. That is another appropriation, sir. That is part 
of—— 

Mr. Taper. You mean the thing is grouped differently from what 
it was before? 

Mr. Moureny. That is right. 

Mr. Taser. That makes it hard to tell anything about it? 

Mr. Murpny. Yes; it does, sir. The arrangement for 1954—— 

Mr. Taser. All right. Then I will have to go by locality all the 
way down through this as long as we do not have anything else. 


STATUS OF TECHNICAL-COOPERATION PROGRAMS BY COUNTRY, 1954 


This is what I will ask you to do, then: Give us a statement show- 
ing in the first column the available funds for each country; in the 
second column the obligations; and in the third column tlie subobli- 
gations; in the fourth column the expenditures out of this particular 
appropriation, and give us the total of the appropriation for that 

49755—54——21 
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particular locality in the first column. Then you can put down the 
uest in the next. column after the expenditure figure. 
hen do you suppose that could be available ¢ ; 

Mr. Murpuy. We could have it available later today, sir. 

When you said Maia yore you were referring strictly to the 
1954 appropriation. Is that correct? 

Mr. Taser. I was trying to get at it that way. 

Mr. Murrny. Yes,sir. We can do it that way. 

Mr. Taser. For each of these countries? 

Mr. Mourruy. Yes, sir. We can do it. 

Mr. Taser. I will not bother further on financial questions. 

Mr. Wicecteswortu. Off the record. 

(Discussion held off the record.) 

Mr. Wiceteswortu. You have given us $73.3 million as the 1954 
riation 

r. Murrey. That is correct. 

Mr. WiccteswortH. What was the total availability for fiscal 1954? 

Mr. Morpny. For obligations, sir, it is $73,330,000. 

Mr. Wieeteswortu. And for expenditure it was what? 

Mr. Mourenuy. That figure plus the unexpended balances of the prior 
year appropriations. 

Mr. WiceieswortH. How much was that? 

Mr. Mourruy. Again I would have to get that figure. It is part of 
one appropriation plus the full amount of another appropriation. 

Mr. WiceteswortH. Will you also furnish that, please? 

Mr. Murray. I will put that on the statement, sir. 

Mr. Taser. You will have to give the obligations against that. It 
was all obligated ? 

Mr. Morrny. Yes, sir. 

Mr. Taper. None of that was available for new obligations? 

Mr. Morpuy. That is correct, sir. 

Mr. Taner. Then you will furnish one column to show the old money 
and another column showing the new money which was spent? 

Mr. Morpny. Yes, sir. 

(The information requested is as follows :) 
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Mr. Taper. I would like to have you give us a little description of 
what you are doing in connection with this preecees I won't try to 
get into any more finances right now because I cannot. 

Mr. Pauw. The major emphasis of our technical cooperation pro- 
grams, is in the field of agriculture, because practically all of the 
underdeveloped countries with which we are dealing in this area are 
in need of help in improving the food production of their countries 
and other parts of their agriculture. 


The programs vary, however, from one country to another. 


AFGHANISTAN 


Mr. Taper. Kindly begin with—— 

Mr. Afghanistan, sir? 

Mr. Taper. Yes. That isthe first one. Tell us what you did there. 

Mr. Pavt. In Afghanistan we have had a program since 1952. 
Incidentally you will find it on page 157 of your book. 

Mr. The big book? 

Mr. Pauw. Yes, sir. 

Afghanistan is the northernmost country in what we call the 
south Asian area. It is north of Pakistan, shares a portion of the 
Russian border, and has 12 million people. It is a primitive type of 
economy and the program we have been carrying out in that country 
is largely related to the agricultural and natural resources segment 
of that economy. 

(Discussion off the record.) 

However, we have placed the main emphasis of our program in 
the Helmand Valley, which is a large area in the southwestern part 
of the country on which the Government of Afghanistan, both with 
their own funds and loans from the Export-Import Bank, have car- 
ried on a very large system of dams, irrigation networks, general 
reclamation of an area, on which they nye to settle about a million 
or more of their nomadic population. e main emphasis of our 
program is there. 

For the Helmand Valley project, the United States has loaned 
Pakistan a total of $40 million through the Export-Import Bank. 
These funds have been used to finance a contract for the construction 
of two large storage dams and a number of supplementary irrigation 
works which has been carried out by the United States engineering 
firm of Morrison & Knudsen. This project started in 1946 with 
and work continued after 1950 with Export-Import 

wn as they started building these various structures they 
lacked the administrative talents for the organization to follow 
through. They had, to yey 4d a bit, the large dams built but 
they didn’t know the grade of the land, where to put the irrigation 
canals, and generally didn't know how to manage their agricultural 
economy in that sector of the country. 

It was into this situation that we first moved in in late 1952 and the 
beginning of 1953. Our program has been largely directed to help 
out in the Helmand Valley situation. 

. The total of the programs in 1953, the first year where there was 
anything more than a couple hundred thousand dollars programed 
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in the country, was $2,139,000, of which $639,000 was technical assist- 
ance program. ‘The rest of it was in the form of wheat, which was 
furnished to them on a loan basis in order to supply the needs caused 
by a bad crop year, similar in its reasons to the Pakistan crop failures 
of the year before. 

During the current fiscal year we have furnished $1,341,000 worth 
of technical cooperation and assistance, and also through section 550 
of the Mutual Security Act additional wheat has been furnished to 
the country, and the sales proceeds, the local currency sales proceeds 
of that wheat, will be used to further the development program. 


AMOUNT OF REQUEST 


eying | the current fiscal year we are requesting Congress for $1.6 
million for Afghanistan program, and we do not contemplate any 
development assistance for Afghanistan. This is a technical assist- 
ance program as I indicated, with the emphasis in the southwestern 
part of the country, although we do have health and sanitation pro- 
grams and education programs nearer the capital, which is about 
320 miles north of the area I was just describing to you. 

Mr. Taser. Where does that how in these s? There is noth- 
ing here except that technical cooperation. 1 million 6 seems to be 
all there is. 

Mr. Pau. On the following page we have broken down the 1 mil- 
lion 620 into the major components of the program. From that, 
$717,000, which is far and away the major part, that is in the Hel- 
mand Valley program. The second Export-Import Bank line of 
credit was just extended a few months ago to continue work on the 
Helmand Valley. That is supplying the major amount of dollars 
going into the project. The FOA program is a supporting program 
only, in the field of technical assistance. 


PERSONNEL IN AFGHANISTAN PROGRAM 


Mr. Taser. At the present time how many people do you have 
there? 

Mr. Pauw. Our total personnel in Afghanistan now is 34 people; 29 
Americans and 5 local employees make that up. That excludes some 
contract personnel. I do not have the exact figure on contract per- 
sonnel but it is not a large figure. I can get it 1f you wish it, sir. 


CONTRACT PERSONNEL 


Mr. Taser. We would like to have more idea of this. What is con- 
tract personnel? You mean they are working under a contract rather 


an— 
Mr. Pauu. We have a contract with the University of 
Afghanistan. There is one other college contract which recently has 
been negotiated to carry out another part of the program. 

Mr. Taser. None of those have been recently negotiated where you 
would have anybody up there? 

Mr. Pauut. University of Wyoming representatives have been in 
the country for a year. 

Mr. Taser. How many? 
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Mr. Paut. I will have to produce that figure, Mr. Taber. I haven’t 
it with me. 


(The information requested is as follows:) 


There are four Wyoming contract people now on duty in Afghanistan. In 
addition, a four-man team from the Columbia Teachers College has just arrived 


in Afghanistan. 


Mr. Taper. Would this represent the peak of your employment 
since you started the program ? 


Mr. Pau. Yes, sir. I would say definitely “Yes.” 


PROJECTED EMPLOYMENT 


Mr. Taser. What is your contemplated employment and when do 
you expect to get to it? 

Mr. Pavut. During the current fiscal year we hope to reach a total 
of 63 technicians. 

Mr. Taser. That is your peak? 

Mr. Pavt. That would be our peak; yes. 

Mr. Taper. What would the average be? 

Mr. Paut. I don’t know of any better way to do it than—— 

Mr. Taper. Split the difference? 

Mr. Pavt. That is the way I would do it, sir. 

Mr. Taper. That would be—— 

Mr. Pauw. I didn’t compute this particular figure, however. 

Mr. Taper. It would be about 49 or 50? Forty-nine would be the 
figure if you split the difference. You don’t know of any other way 
to do it; do you? 

Mr. Pau. I don’t, but Technical Services, who prepared these 
figures, may have used a different. basis. 

Mr. Mourpuy. It was figured at approximately 25 percent for fiscal 
year 1955, sir. What we did was to take what we thought actually 
would be on board June 30, 1954, and projected full costs for them, 
and then under new appointments we lapsed it out at 25 percent for 
the year. 

Mr. Taser. How much do you pay these people? 

Mr. Pauw. Technicians’ salaries? 

Mr. Taner. Yes. 

Mr. Varies from $5,000 to $12,000, sir. 

Mr. Taner. How much do you pay the locals? 

Mr. Mourrpny. Prevailing wage rates, sir, whatever they happen 
to be in the country. 

Mr. Taper. That wouldn’t run more than $100 a month, would it? 

Mr. Mourreny. In the Near East, $100 a month or less for locals, sir. 

Mr. Taner. I get this number of persons figure, I divided it by your 
expenditures estimate—divided it by 49—and my result is $15,300. 

Mr. Murrpny. That technician cost includes more than just the 
salary of the technician. In other words, it includes his allowances, 
cost of transporting him and his family to the post if it is a new 
appointment, that is if he has not already arrived there in fiscal year 
1954, and in some cases it includes the cost of returning him to the 
States where home leave is due the individual at the expiration of the 
2-year period. 

Mr. AnverseN. What about automobile expense? 
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Mr. Murpny. If he is allowed in the particular area to bring in a 
car then that is computed as part of the cost. So the total cost which 
you get by dividing the number of technicians into the estimated 
cost represents far more than the average salary. It includes all these 
other factors of allowances and travel expenses. 

Mr. Anversen. I .do think we have to make things half-way com- 
fortable for our people so that they can do the job that they are put 
up there to do or else not have them there at all. They are entitled 
to decent living quarters. 

Mr. Mourrny. It is encouraging to hear you say that, Mr. Andersen. 

Mr. Anpersen. That is the observation of my subcommittee. 

Mr. Gary. It is also true that, if they are good technicians, they 
can demand good salaries here in the United States without going 
abroad and taking all that punishment. 

Mr. Murpny. There is a large degree of personal sacrifice involved 
in practically all of these assignments. Governor Stassen is acutely 
aware of the hardships involved in some of these remote districts and 
desires to alleviate them. 

Mr. Taner. That may be so, and perhaps there may be some feeling 
that we should not try to find out anything about it, but I still want to. 

This $680,000 which is about the same as the other figure for sup- 
plies and ig oy covers what? What is involved in that item? 

Mr. Pauw. That is the kind of simple equipment that our tech- 
nicians take with them into these areas, such as showele various simple 
agricultural implements, nothing complicated. 

It includes the demonstration supplies that are needed generally in 
order to permit the technicians to demonstrate the improved tech- 
niques that these people need to have in order to raise their crops 
and do the other things that need to be done to raise the economic 
level of the country. 

Pye aan You mean it covers plows, reapers, and all that sort 
of thin 

Mr. Pauv. Yes, but simply enough so that large groups of local 
nationals can be trained with one plow and not enough to furnish 
every member of that community with a plow. That would be eco- 
nomic assistance. 


TRAINEE PROGRAM 


Mr. Taper. You have 39 trainees at $195,000. What are they and 
are they local people? 

Mr. Paut. Rtchanistan locals brought to this country on training 
awards to study in our agricultural schools in the United States, princi- 
pally the University of Wyoming. 

Mr. Taper. That represents $5,000 each ? 

Mr. Pauw. The cost figure, Mr. Chairman, includes the transporta- 
tion and the per diem and tuition that is required. 

Mr. Taser. For how long? How long do they stay here? 

Mr. Paut. I believe it varies. I am trying to find an average. I 
would say not more than a year or a year and a half at most. It is not 
a full curriculum. 

Mr. Taser. How many do you have right now ? 

Mr. Murpuy. 38 is the closest estimate we have, the figure shown for 
1954. That is the number that would be in the country on June 30. 
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To get an actual count of how many were here on May 31 we can do 
that, but it will be close to that 38 figure. 

Mr. Taper. That is as good as you can give us right now ? 

Mr. Morrny. Yes, sir. 


ECONOMIC ASPECTS 


Mr. Taser. How many people in Afghanistan? 

Mr. Paut. 12 million. 

Mr. Taper. What is the natute of their territory? What is it suit- 
able for, is it mostly mountainous, and so on ¢ 

Mr. Pav. Mostly mountainous, 250,000 square miles of territory 
approximately, and only about 6,250 are cultivable. 

r. Taser. That is all there is that is tillable? 

Mr. Paut. Presently, yes, sir. It is mainly an agriculture and stock 
raising territory. 

Mr. Anpersen. Like the Wyoming and Montana mountain region 
and that is why the Wyoming people are interested there ? 

Mr. Yes sir. 

Mr. Anpversen. It issheep country ? 

Mr. Pauw. Yes,sir. Much of the land is in wild pasture. 

Mr. Tazner. But the pasture is not included in the 6,000 acres which 
you said is not tillable? 

Mr. Paut. No, sir. 

Mr. Taper. Most of them have flocks and that sort of thing—sheep, 
goats, and something like that ? 

Mr. Pau. They have one particular brand of sheep known as kara- 
kul, which has been their major export. It is the kind of wool and hide 
used to make the so-called Persian lamb coats which ladies wear. This 
has, been the major export although the trade has fallen off a little bit, 
because it is a luxury item and people have not been buying karakul as 
much as they used to, even though the prices have dropped. 

They also raise fruits and nuts and export the most of those to India. 
They have, we think, quite substantial mineral resources in that coun- 
try, but they have not really been tapped yet. They are almost com- 
pletely unexploited at this point. . 

Mr. Taper. They do not export much. 

Mr. Paut. No, sir. 

Mr. Taper. Outside of that item. 

Mr. Pav. Cotton has become a leading export, although the levels 
are not sufficient to offset the drop in the price of karakul, 

Mr. Taner. They do not raise enough cotton to take care of their 
own folks, do they? 

Mr. Pav. I would not think so; but the facts are that they do 
export cotton. 

r. Gary. They wear wool clothing mostly. 

Mr. Pav. Wool, of course, in that country, is worn extensively. It 
is extremely cold a good part of the year; so that they do not wear 
cotton so much. 

3 Mr. Taser. They weave their own stuff, anyhow; they have to 
0 So. 
Mr. Pavt. Yes, sir. 
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DEVELOPMENT OF HELMAND VALLEY 


Mr Taper. What do you expect to do with this $40 million that 
the Export-Import Bank has put in there? 

Mr. Pauu. They are building two rather large dams down in the 
Helmand Valley, which is the only area in that country where they 
have a chance really to expand the cultivatable area. It is a cleared 
area at the base of the mountains, where nomadic tribes have come 
down there for part of the year and have then gone off to other parts, 
and there has been no stable population there because they vee not 
live there. Morrison and Knudson have contracts for not only con- 
struction of the large dams, but also irrigation canals flowing out 
from the dams, and the cost of the whole project to date approaches 
$50 million, including $21 million loaned by the United States in 1950. 

Mr. Anversen. How many acres would you say that would get un- 
der cultivation ¢ 

Mr. Pauw. In the Helmand Valley, I just do not have those figures. 

Mr. ANnpeRSEN. It would have ta@ be considerable to justify the 
cost. 

Mr. Pavt. It is considerable. I will get that figure for you. 

Mr. Taper. Is it 5,000 acres ¢ 

Mr. Pau. No, sir; it is much more than that. My impression is it 
is 150,000. 

(Discussion off the record.) 

Mr. Pau. The major capital cost of this project after this present 
part of the loan is spent should finish that part of it. It is merely 
a matter then of bringing the land under cultivation. 

(Discussion off the record.) 

Mr. Taser. What sort of temperature do they have there in that 
part of the country where the land is to be cultivated ? 

Mr. Pavt. I believe it compares pretty closely with the tempera- 
ture we have in Wyoming. ‘They have cold winters and they have 
a summer and have a fairly long crop season. 

r. Taper. It might be all right for wheat, but they could not raise 
cotton in any such place. 

Mr. Paut. No. It would be spmerity for food. 

Mr. Taner. You would hardly get corn; maybe you would, but it 
would not be a major item. 

Mr. Anpversen. Mainly beets and crops of the nature which our 
Great Plains States produce. 

Mr. Pav. The main crops of the country are wheat, cotton, sugar 
beets, fruits, nuts, and oilseeds. 

Mr. Taser. You figure the estimated cost of this irrigation project 
would be about $120 million. 

Mr. Pauw. We figure it in the neighborhood of $80 million total. 

(Discussion off the record.) 

Mr. Pavt. I have the precise figures here now, Mr. Wigglesworth. 
$21 million was the initial Export-Import Bank loan in 1950. In 
1954 they agreed to an extension of that by $16.3 million. That is the 
total United States Export-Import Bank contribution. However, in 
our Afghanistan planning we were trying to get the overall to match 
with the foreign exchange cost. To date, they have spent $14 million 
actual dollars of their own resources and about $10 million of their 
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own currencies or other foreign currencies. The major part of the 
cost of the project after the construction of the dams and the large 
facilities is, of course, their own cost. Morrison and Knudson believe 
their job is through on the dams and the larger irrigation work should 
be through in a year or two. 

Mr. Forp. How far along is the construction work ¢ 

Mr. Pauu. They have completed the two major dams. It is now a 
matter of the subsidiary irrigation works. 

Mr. Taner. The subsidiary irrigation works would run into more 
money, probably ¢ 

Mr. Pauu. That is covered in the present financing. 

Mr. Taser. If it is 150,000 acres, it would be $533 an acre. That is 
a pretty high cost for land to work out of, even on irrigation. 

Mr. Pau. It is — high, but it is their only chance; it is the only 
place in that country where they can bring in more land. 

Mr. Wiceteswortnh. Is the figure of $1,341,000 for technical coopera- 
tion in fiscal 1954 a program figure, an appropriation, an expenditure 
figure, or what is it? « 

: Mr. Pavt. It is a program figure based on the overall appropria- 
tion for technical cooperation in that area. 

Mr. weeny a How much of that did you actually obligate 
or spend ¢ 

Mr. Pauw. Our estimate is that we will have obligated the entire 
amount by the end of fiscal year 1954; or, rather, we have, I should say. 


DELIVERIES 


Mr. Wicetesworru. There is nothing in the nature of a pipeline 
here to add to the $1.6 million you are requesting ? 

Mr. Pav. A pipeline going into this year. 

Mr. No, into 1955, 

Mr. Pauw. My figures indicate a pipeline of expenditures come 
into this year of $1 million from all of prior year funds. 

Mr. WicéLesworrH. You mean you have a $1 million pipeline 
unexpended ¢ 

Mr. Pauw. Yes, sir. 

Mr. WiecLesworrn. But obligated ? 

Mr. Pavi. But obligated; yes, sir. 

Mr. WiceLesworru. What is the reason for the increase in 1955 
as compared with 1954? 

Mr. Paur. We feel that the stage of planning of Helmand Valley, 
particularly, has reached the point where our present program is 
inadequate to the task and a modest expansion is programed on the 
theory it was not as large as it Sent hes last year, particularly in 
that area, because they were not ready to settle on the land. But now 
that the major construction has been finished the job of the techni- 
cians becomes more important, because they now have some land on 
which to prepare for resettlement. ; 

Mr. Wiccteswortn. If you get this $1.6 million, do you expect to 
spend $2.6 million in fiseal 1955? 

Mr. Pavt. I imagine we will fall short of the total expenditure of 
that amount. 
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Mr. Wicciesworrn. These figures which the staff has would indi- 
cate you had obligated $975,000 out of the $1,341,000 and you had 
spent $285,000. 

Mr. Morrny. That is correct, for the 1954 obligational authority 
only. 

Mr. Wiceiesworrn. The testimony just given was the $1,341,000 
was all obligated. There would seem to be something like $366,000 
unobligated accor‘ling to those figures. 

Mr. ower. As of May 31; that is correct. 

Mr. Wiccteswortu. Well, you are not going to obligate $366,000 
in June if you have been obligating less than $100,000 a month for 
11 months. 

Mr. Mourreny. That does not follow, Mr. Wigglesworth; because 
this is not a salaries and expense item. 

We attempted to get some wire reports on what the situation actu- 
ally was on June 30 and in this particular instance Afghanistan did 
not respond to our wire and the only figure we have to go on is the 
$366,000 one, which shows in this report as of May 31. 

Mr. Taper. Also, you had $2,317,000 available overall. 

Mr. Morrny. That is for the 3 fiscal years; yes. 

Mr. Taser’ No; which was available in 1954. 

Mr. Murrny. No, sir. This is a cumulative report. The figure 
you see there of $285,838.29 is the fiscal year 1952 program for this 
country. 

Mes Tin, You mean that was obligated before 1954? 

Mr. Morrtny. Yes, sir. The figure of obligations shown there 
against that $285,000 for 1952 is $283,816.96, which were obligations 
incurred during fiscal year 1952 against this program. So the total 
figure, $2,317,868.39, is the total that has been made available for 
this program in this country for the 3 fiscal years involved, 1952, 
1953, and 1954. 

You will note on that same line there are $40,000 unliquidated 
obligations from the 1952 program as of May 31. In other words, 
there were bills to be paid as of May 31 against obligations that had 
been incurred in fiscal 1952. 

Mr. Wiecieswortu. How much do you expect to obligate in fiscal 
1955 

Mr. Murruy. We will erpect to obligate the full amount requested, 
which is $1,620,000 for fiscal 1955. 

Mr. Wiccieswortu. What about this $366,000 unobligated ? 

Mr. Morruy. Mr. Wigglesworth, if the Congress should, as we have 
requested, authorize the continued availability of the unexpended 
balances in fiscal 1955, which, of course, would include the unobli- 
gated, our standard practice would be to reduce this approved pro- 

m for fiscal 1954 to the level of the actual obligations incurred in 
fiscal 1954, and any savings so obtained would be merged with the 
new authority given by Ciccinen for fiscal 1955 and programed 
for the area as a whole. . 

As I said, we have some preliminary reports for the month of June 
in which 4 or 5 posts are not represented in the Near East area 
and they indicate as of June 30 the unobligated balances will be 
only $1 million. From that, we are going to have to subtract what- 
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ever the June obligations were for the unreported posts, which would 
indicate in this whole Near East, in this appropriation account, we 
will have less than $1 million unobligated on i 30, 1954. 

Mr. Wiecteswortnu. I am not sure I understand that. That would 
mean, would it not, that if the $366,000 unobligated balance is author- 
ized to be carried over in fiscal 1955, you could reduce your request 
for $1,620,000 accordingly? 

Mr. Mourpry. Yes, sir, that is correct. But we follow the practice 
that no country has an irrevocable right to the use of any particular 
money which has been allocated to this program. It will not auto- 
matically follow that if they end up here in Afghanistan with $50,000 
unobligated, that that money will be made available to Afghanistan in 
fiscal 1955. In other words, what we would not automatically do is to 
add it to the $1,620,000 which we request and have $1,670,000. 

Mr. Wiccieswortn. As far as Afghanistan is concerned, you are 
asking on your own figures for $366,000 more than you estimate you 
will need. 

Mr. Mureny. I do not see how you arrive at that. 

Mr. Wiccieswortu. You just said if you are authorized to carry 
over the $366,000, you could then reduce to the same extent the 
$1,620,000 you are requesting. 

Mr. Mourreny. It could be done; but, first of all, we could not accept 
the thesis there will be $366,000 unobligated on June 30; it will be 
somewhat lower than that. My failure to get a reply to the wire from 
Afghanistan leaves me in the position of not being able to tell you 
precisely what the balance was on June 30, 1954. I know it will be 
something less than $366,000, because the June activities have not been 
reflected in this May 31 report. 

Your thesis is correct that if there is an unobligated balance on 
June 30, it could be applied against the $1,620,000 requested for 1955 
and still be able to conduct the program in Afghanistan at the level 
contemplated, without getting the full amount of new money for that 
particular country. 

TRANSFERABILITY OF FUNDS 


Mr. Wiecieswortu. What transfer authority is there as between 
countries within the technical assistance program? 

Mr. Taner. Or between areas? 

Mr. Murrny. As between areas, the title is covered by the same 
provision as other titles. Section 501 of the act “angyie by the House 
would allow us to transfer up to 10 percent within an area, that i 
Near East, Africa, and the South Asia area, to another geographica 
area; or, according to the House version we could transfer in up to 10 
percent of the new obligational authority for 1955. 

The Senate version would allow us to transfer more than that into 
an area, 

As regards flexibility between countries or among countries in an 
area, that, of course, is subject to administrative determination by the 
executive branch and if circumstances in August or September when 
we finally refine this program for fiscal 1955 should so dictate, this 
amount could be raised or lowered according to those circumstances. 

Mr. Anversen. To any extent? 
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Mr. Murruy. Within the limits of the total available for the area. 
The Senate version does not contain the limitations on the amount 
transferred into an area, 

Mr. Rooney. The Senate version would practically give you a blank 
check so far as transfers are concerned, would it not? 

Mr. Morpuy. I would not say so. 

Mr. Anpersen. Do not you have a blank check within an area itself, 
practically ? 

Mr. Murpny. Yes, sir. In other words, there is complete flexibility. 

Mr. ANDERSEN. You would not need to spend a dime in Afghanistan 
if the administrator decided not to do so? 

Mr. Moreuy. That is correct. In the event it should be decided 
not to conduct the program in Afghanistan, this money could be used 
for some other country. 

Mr. Wiccieswortu. Does that complete flexibility go not only 
within the request you are making for technical assistance, but also 
as between technical eobuetacian and developmental assistance? Can 
you transfer from developmental assistance to technical assistance, or 
vice versa ? 

Mr. Mourpuy. Yes, sir. 

Mr. WiccLesworTH. So these programs we are looking at now are 
more illustrative programs, so to speak; there is nothing binding 
about them. 

Mr. Mourpuy. That is correct. 


TRAINEE AND TECHNICIAN Programs 


Mr. Rooney. Under the appropriation bill recently enacted for the 
present fiscal year for the Departments of State, Justice, and Com- 
merce, there is included the amount of $14,700,000 for the State De- 
partment’s educational exchange program, which prompts me to in- 
pret what is the total amount in this budget not only with regard to 

fghanistan where you propose 39 trainees at $5,000 apiece, for a 
total of $195,000, but with regard to the entire budget ? 

. rei ae The entire United States Government budget, or our 
udget 

Mr. Roonry. Your budget. 

Mr. Pauu. The FOA budget. 

Mr. Rooney. Yes, the FOA budget. I am talking about the whole 
FOA budget, not only Near East, Africa, and South Asia, but the 
total amount included in this bill for this purpose which, in my esti- 
mation, is similar to the educational exchange program in the Depart- 
ment of State. 

Mr. Foro. If there is any difference, I think it ought to be set forth 
in the record. I agree with you that it appears to be identical. Is 
there any difference? 

Mr. Pavt. A full reconciliation of this has been prepared for the 
Senate Foreign Relations Committee. Senator Bul right raised 
specific questions on this, and we will be very happy to make that 
available to you. 

Mr. Rooney. I would like to have the answer at this point in the 
record; also the answer with regard to the total amount in the budget 
for what you call United States technicians. You bring the trainees 
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here and send the technicians abroad in this exchange and what is the 
total amount of the budget for technicians? 

Mr. Wicetreswortn. And will you include the number of techni- 
cians ¢ 

Mr. Rooney. I think we should have the proposed number as well 
as the proposed dollar cost. 

Mr. Pox. And of the trainees, too? 

Mr. Rooney. Yes, both the trainees and technicians. 

Mr. Murpny. I have hastily computed the figure for the three areas. 
The cost of trainees for fiscal 1955 as shown in the book for the 
Near East and Africa is $3,434,000; the Far East figure is $3,989,000 ; 
and the Latin America figure is $2,539,600, which gives a total for 
the three areas of $9,962,600 as the trainee cost for fiscal 1955. 

Mr. Roonry. How about the technicians? 

Mr. Murrny. I will be glad to do the same thing for the technicians. 
I will have to add the three different area figures. 

Mr. Rooney. I should like to point out that approximating $5,000 
per trainee for Afghanistan is surely a buckshot method of approach. 

Mr. Mureny. The total I get is $43,850,000. 

Mr. Rooney. I was guessing it was going to be somewhere near 
$47 million. 

Mr. Morprty. $43,850,700, divided as follows: Near East, Africa, 
and South Asia, $24,932,000; Far East, $8,773,000; and Latin America 
$10,145,700. 

Mr. Wiaeteswortu. How many trainees and how many technicians 
does that provide for? 

Mr. Mourrny. In the Far East? 

Mr. Wiceteswortu. For the whole picture. 

Mr. Morpuy. In the Near East, Africa, and south Asia the figure 
of $24,932,000 provides for 1,430 technicians and the figure I gave you 
for trainees of $3,434,000 provides for 926 trainees. 

Mr. Wiaecieswortu. What was the last figure? 

Mr. Morrny. Nine hundred and twenty-six trainees. 

Mr. Taper. How much money ? 

Mr. Morrny. $3,434,000. In the Far East the figure of $8,773,000 
for technicians provides for 653 technicians, and the figure of $3,- 
999,000 for trainees provides for 902 trainees. 

In Latin America the figure I gave you for technicians was $10,- 
145,700, which provides for 878 technicians and the trainee figure of 
$2,539,600 provides for 781 trainees. 

Mr. Roonry. You see, we now have with regard to this program a 
total of about $54 million, and when you add the educational exchange, 
money in the State-Justice-Commerce bill of almost $15 million, we 
have what sounds to me like an enormous figure. 

Mr. Taser. That is about what it is. 

Now, give me those figures for the Far East again, the dollar figure 
for the trainees. 

Mr, Murrpnry. $3,999,000. 

Mr. Taser. Down below you have for Latin America $10,145,000 for 
technicians, and that accounts for 878. | 

Mr. Rooney. In addition, I would like to inquire with regard to the 
amount of money in this budget for universities which send professors 
and others to these countries. : 
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Mr. Morreuy. These technician figures that I gave include techni- 
cians that were sent out by contractors, whether they be universities 
or engineering firms or whatever they might be. 

Mr. Rooney. Does this figure then include the entire cost of our 
dealings with universities in connection with sending these people 
abroad ? 

Mr. Morrny. No, sir. It would include the technician costs. 

Mr. Roonry. Yes, but in addition to that do you have something in 
here under contractual services? 

Mr. Pavt. I believe that the answer to that question is, it does in- 
clude whatever charges a particular university or institution super- 
imposes upon the amount of salary they pay their individual people. 

Mr. Taser. These figures you have given us are actual current fig- 
ures, or are they projected figures? 

Mr. Morpnuy. The estimated figures for 1955 fiscal year, sir. 

Mr. Forp. I think that it would be helpful if we could include in 
the record the report that was submitted to the Senate which was 
requested by Senator Fulbright. 

Mr. Pavt. Yes. 

Mr. Forp. Which involves the same point. 

Mr. Gary. How long is it? 

Mr. Pavt. It is pretty long. It is a rather large volume. 

Mr. Gary. You do not want to include the entire report in the 
record ? 

Mr. Forp. Could you summarize it? 

Mr. Pauw. We prepared a summary. 

Mr. Forp. Could you put the summary in the record ? 

Mr. Paut. Yes. 

(The information requested is as follows :) 


The following table shows the total funds required for planned programs of 
technical cooperation under the Mutual Security Act of 1954 and for the exchange- 
of-persons program under the Smith-Mundt and Fulbright Acts and other similar 
legislation operated by the Department of State and the Department of the 
Army. The table shows the number of foreign nationals coming to the United 
States under each of these programs and the costs of such visits: the number 
of American citizens going abroad and the costs; and the other costs of the 
programs. 

In reviewing these figures it is important to note that the programs sum- 
marized are widely different in their nature, purpose, composition, and methods. 
Moreover, each of the summary figures covers a wide range of different kinds 
of activities within each program. 

The attached checklist indicates some of the key differences between the 
FOA and State Department programs. In summary terms, the FOA program 
is designed to accomplish a series of specific improvements in the technical 
methods utilized in various fields in the ceoperating countries with the objec- 
tive of increasing the economic, military, and internal social strength of the 
free nations concerned. As an essential element in such projects, foreign officials 
and technicians are brought to the United States for specialized training and 
observation, and American technicians are sent abroad to perform specified 
technical duties. Substantial expenditures are also made for local personnel. 
materials, and equipment necessary for technical demonstration activities. | In 
addition to the funds provided by FOA, the cooperating countries contribute 
equal or greater amounts to the total costs of the project involved. 

Two points in this pattern of operations deserve special emphasis in the pres- 
ent connection: (1) The movement of persons between the United States and 
foreign countries is simply one of several interrelated means used in accom- 
plishing various technical cooperation projects and economic development pro- 
grams; (2) the whole object of such exchanges is the accomplishment of these 
projects. Thus, the particular activities in which the individuals engage are 
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determined by the needs of the project rather than by the particular interests 
of the individual. The individuals involved, whether they are foreign nationals 
coming to the United States or Americans going abroad, are assigned by their 
employers to do so as their full-time professional job for the period involved. 
Under these circumstances, it is obvious that the costs which must be met by 
someone are useful costs of mantaining a high level technical employee in a 
field assignment. Thus they include the regular salaries, full transportation 
costs, and special .per diems or living allowances normally paid when employees 
are on a foreign assignment. As has been indicated these total costs are usually 
shared between FOA and the cooperating country. 

In contrast FOA’s understanding of the programs administered by the Depart- 
ment of State is that they are designed to accomplish the exchange of persons 
as such, with the objective of creating better understanding of the United States 
in other countries and increasing friendship for and confidence in the United 
States in foreign countries. The individuals involved are selected in terms 
of the present and future contributions they can make to such understanding. 
For the most part, they are selected on a competitive basis from among Ameri- 
eans and foreigners who want to go abroad for reasons of their own personal 
interest or advancement. Their activities and itineraries are largely set in 
terms of their individual interests and desires. A large proportion of the State 
Department exchangees are students who simply pursue their studies in a for- 
eign college. Another substantial group are American and foreign professors 
who do teaching and research in a foreign country or in the United States, 
respectively, while on sabbatical leave from their regular positions. Thus, the 
expenditures made by the Department of State are in many cases in the nature 
of grants or awards made to individuals to assist them in doing things they 
personally want to do overseas. Such assistance may take the form of simply 
paying for round-trip ocean transportation for a foreign student who has a 
scholarship or fellowship from an American college or giving a small grant to 
an American professor to supplement his sabbatical pay and permit him to do 
research or study abroad. In most cases, these grants are not in any way re- 
garded as regular compensation for doing a regular full-time job. 

These facts indicate that any effort to make gross unit costs comparisons be- 
tween the columns on the attached table would be practically meaningless and 
seriously misleading. Thus, for example, over 50 percent of the foreign nationals 
coming to the United States under the Smith-Mundt and Fulbright programs are 
students who receive study grants averaging about $1,500. Almost four-fifths of 
these students receive only enough to pay their international travel costs and 
are otherwise supported by their own funds and university or private fellow- 
ships. On the other hand, the foreign nationals brought to the United States 
under the Department of State auspices who most nearly correspond to the 
type of foreign participants in FOA technical cooperation projects are the foreign 
leaders and specialists. The average grants on these are $2,554, and $3.779, 
respectively. This compares with worldwide FOA average of $4,001, and an 
average cost for foreign nationals coming from Europe, for example, of $1,750. 
Again the average Department of State grant for American lecturers and re- 
search specialists going abroad is $7,589, while the average study grant to an 
American going abroad is only $2,200. Average costs for FOA technicians work- 
ing abroad range from $9,500 in Europe to $16,000 in the Near East. In addition 
to the differences in the nature and purposes of the activity, the categories of 
individuals involved and variations in travel expenses, these summary figures 
also cover a wide range in duration of the overseas activity, from a 6-week as- 
signment to a full year of full-time duty. 

Wherever FOA and the Department of State pay for the same thing, they 
pay the same amounts. Thus, for example, per diem rates paid to foreign 
nationals visiting the United States have been almost completely standardized 
between the two agencies. Similarly, when FOA employs a technician to work 
on its payroll overseas, his salary and allowances are entirely determined by 
standards established by the Department of State for Foreign Service 
employment. 
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Ss . Summary of budgetary requests, fiscal year 1955, for Department of State (I ES)— 
Is . Department of Army educational exchange programs and FOA technical coopera- 
r tion program 
1. 
y D t 
epartmen 
a of State FOA techni- Degettseent 
n 4 om ional | cal coopera- Syehyen Total 
‘ exchange rogram 
program program 
% Foreign nationals coming to United States: 
umber. 3, 856 4, 553 |..... 8, 409 
$5,840,274 | $13, 675,000 | $19, 515,274 
3 American citizens being sent overseas: 
i 4 1,814 3, 418 5, 232 
$6, 401,146 | $48,106,000 $54, 507, 146 
3 Other costs (supporting equipment, training 
dx $4, 346,937 | $57,789,000 | $62, 135, 937 
$16, 588, 357 | 4$119,570,000 | $275,000 | $136, 433, 357 
| | | 


! Not available. 
3 This includes funds appropriated under International Educational Exchange activities, and requested 
4 funds for GOA in Germany and Austria. 

3 Includes request for $7,500,000 of new funds for the European technical exchange program, but excludes 
$1,705,000 of deobligated funds requested to be carried forward for reobligation in year 1955. 

4 Excludes FOA request for $17,958,000 for the U. S. Government contribution to the United Nations 
Expanded Program of Technical Assistance, and also, excluding $1,500,000 requested as the U. S. Govern- 
ment contribution to the Organization of American States (OAS). 
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Mr. Taser. The total of these figures runs to what ? 

Mr. Murrny. The cost of technicians, sir, worldwide, is $43,850,700. 

Mr. Taser. And what is the cost of trainees? 

Mr. Mourrpuy. $9,962,600. 

Mr. Taser. That means overall a little better than 2,500 trainees and 
they are costing you $9 million. That means $4,000 each. 

Mr. Yes. 

Mr. Tazer. The technicians you have run to about 2,900 and that 
means $15,000 each. 

Mr. Pavt. Yes. 

Mr. Taser. This make a total of $53,813,300 ? 

Mr. Pau. Yes. 

Mr. Taser. What is the rest of the money for? 

Mr. Morpxy. In each area, sir, there is an amount required for 
supplies and equipment, and there is another amount required for local 
costs. We have tables for each area in the book. 

In the Near East, on page 115, you will see a column under the 
proposed fiscal year 1955 program labeled “Supplies and equipment,” 
which totals $26,871,000, and you will see another column on your 
extreme righthand labeled “Local costs.” which totals $8,548,000. 
Those two figures together with the technicians and trainee costs give 
you the figure of $63,785,000, which is shown as a total under the 
column labeled “Total.” 

Mr. Taser. You have a total of $63 million ? 

Mr. Morreny. That is correct. 


LOCAL COSTS 


Mr. Taser. Including your local costs. What are the local costs? 

Mr. Murreny. They would include the cost of local labor if we were 
hiring personnel to assist in the particular project. Their salaries 
would be included in that. 

Mr. Taser. How much personnel do you have involved in this, paid 
out of this appropriation, that are here in Washington ? 

Mr. Moreny. I cannot answer that question at this time, but we will 
have that in detail. 

Mr. Taser. That is all paid out of your administrative appro- 
priation ? 

ai Morpny. If you are referring to FOA administrative person- 
nel, sir. 

Mr. Taner. What are the other costs? 


PROGRAM SUPPORT COST 


Mr. Murpuy. You see, under that figure of $63,785,000 that we just 
referred to there is a figure shown as $2,215,000 labeled “Program 
support cost.” Included in that figure would be the expenses of 
specialists in various agencies in the United States who are devoting 
all or a part of their time to support of this program. For example— 
an entomologist in the Department of Agriculture. 

Mr. Taper. They are operating in Washington, but they are paid 
out of this program and they are connected with other departments? 

Mr. Murpny. Yes and also FOA. In other words, an entomologist 
in the Department of Agriculture who was giving his technical serv- 
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ice, or backstopping the people out in these countries could be charged 
to the cost of this program. 

Mr. Forp. Do you reimburse the particular department from which 
the individual comes? 

Mr. Murpuy. Yes, we do. 

Mr. Forp. On a prorata basis? 

Mr. Mourrny. He does not really come in in the sense that he comes 
and works with us on the program; he stays right in his agency. He 
may devote only a portion of his time to giving his technical back- 
ground or backstopping to our people in the field, or he may devote 
Tull time. We reimburse on the basis of what the agency actually 
considers he spends on this program. 

Mr. Taser. I just do not know how you get this. You have a 
breakdown on page 156 which makes me a little curious. There you 
have education, $9,650,000, and the trainees alone cost practically $10 
million. That makes me kind of wonder. 

Mr. Morpny. The trainees, sir, included on page 156, are in the 
category in which the training is being supplied; in other words, a 
person coming over here to learn something about soil conservation 
would be included under category 1. 

Mr. Taser. What is included under “Education”? 

Mr. Murreny. A person coming over to be trained for rural educa- 
tion, or normal school activities would be included under “Educa- 
tion.” In other words, they are included in the field in which the 
expenses occur. 


STATUS OF OBLIGATIONS AS OF JUNE 30, 1954 


Mr. Forp. Mr. Chairman, I would like to inquire as to when you 
would have a full report as of June 30 on these various unobligated 
balances which would be used under the statements previously made 
to decrease the amount in an area for fiscal year 1955. 

Mr. Murrpny. Well: now, Mr. Ford, I would like to straighten out 
a possible misunderstanding on that. I did not say they would be; 
I said they could be, because it is entirely possible if in Afghanistan 
there is a small unobligated balance, the Administration might decide 
to continue that available for the Afghanistan program in addition to 
the request for the fiscal year 1955. 

As regards the first part of your question, I would expect we would 
have a complete report. before the end of the month.It will probably 
be close to the end of the month. We have in certain countries pre- 
liminary cable reports. 

Mr. Forp. Could you keep this committee advised on a day-to-day 
basis as to what the status is of those reports so that we could have 
that information available currently at the time we take whatever 
action we decide to take on this bill ? 

Mr. Murrry. Yes, I could. I would be glad to do that. 

Mr. Forp. I think that that would be helpful. 

Mr. Fenron. Are we going to take up this technical assistance pro- 
gram by individual countries? 

Mr. Taser. We started into it. I do not know whether we can do 
it or not. The committee can ask any questions on any country they 
want to. I have 2 or 3 general questions that I would like to ask. 
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Mr. Gary. One thing that I would like to know about is the $224 
million for development assistance. I would like to know the type 
of projects in this program. I do not know how voluminous it would 
be, but I would like a list of the projects under that item. If the 

‘list would be too voluminous for the record, I would like a general 
description as to the type of projects that are being carried on under 
the title “Development Assistance.” The total there is $224 million. 
That seems to me to be more or less a continuation of the old economic 
aid program under a new name. We have been told from time to 
time that economic aid is now being limited to the development of 
military or defense potentials. For that reason I would like to know 
how closely associated the projects under that title are to the military 
achievements or the military programs, in the various countries. 

Mr. Fenton. There is not much said in here about Africa. It is 
—" in this category, but there is not very much said about 

rica. 

Mr. Morruy. It is covered in the individual countries; for example, 
Liberia is here, Ethiopia and independent territories. 


Eeyrr 


Mr. Taser. We will now take up “Egypt.” There you have a very 
substantial item for technical cooperation, $4,400,000, and you have 
$20 million for development assistance. Tell us about that operation. 

Mr. Pavt. The figure for development assistance, or both of them, 
Mr. Taber? 

Mr. Taser. Start in with the technical cooperation and then tell us 
about the other. Tell us what it involves. 


TECHNICAL COOPERATION PROGRAM 


Mr. Paut. The technical cooperation program is largely related, as 
it has been in the past years, to improving the cotedienal production 
of the country. 

A relatively small part of the country is available for agricultural 
production at this time, and the Egyptian Government’s only hope of 
expanding it substantially is through a major dam that they hope to 
erect on the Nile River through financing from the International 
Bank, or other sources. 

As far as the technical cooperation program is concerned, we have 
been in the fields indicated in the book—vocational training, agricul- 
ture, better use of land and water. We have done some test-well drill- 
ing. We have been very active in the field of public health. We have 
started a poultry-breeding program, and the general plan for the 
next year is to continue and enlarge slightly on the same kind of 
assistance we have been furnishing in other years. 

The largest single project under the technical cooperation program 
is the so-called Egyptian-American Rural Improvement Service proj- 
ect, which is a large-scale $25 million project involving $10 million 
contributions on the part of the United States and $15 million on the 
part of Egypt. These funds were obligated 2 years ago, and that is 
why you will find a rather large technical cooperation figure for the 
fiscal al 1953 of $12,500,000. $10 million of this went into that 
special fund. 
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Now, the purpose of that is to reclaim some 33,000 acres of land in 
two major provinces in Egypt. 
Mr. Taner. How many acres? 
Mr. Pavt. Thirty-three thousand. 
Mr. Taser. How much is it going to cost ? 
Mr. Pavt. It is a $25 million project all told, $10 million of which 
is financed by the United States. 
) Mr. Gary. Is that under the development-assistance program ? 
: Mr. Pavut. No. That was 2 years under the technical-cooperation 
program. We did not have any economic aid or development-assist- 
ance program at that time. It is more than a mere reclamation pra: 
ect. It has elements of community development, health, and all the 
other fields of development. There is the hope to resettle seven or 
eight thousand homeless families. This is hoped by the Egyptians 
to be the forerunner of a greatly expanded program.. 


DEVELOPMENT-ASSISTANCE PROGRAM 


In the development-assistance field we are concentrating in three 
major fields—irrigation, highway construction, and railroad equip- 
ment and maintenance. There is a brief description of the project ~ 
as now contemplated on page 162 of the book. We have not fur- 
nished development assistance to Egypt during this past year, al- 
though we indicated to the Congress last year we hoped we would. 
For political reasons which Mr. Gardiner can explain to the commit- 
tee, it has not been possible to start the program in Egypt this past 
fiscal year. However, it is hoped we will soon be in a position to 
a rapidly forward with that program starting in this current 

scal year. 

ag It costs us $757 an acre to develop that land. 

Mr. Pau. The improvement is not simply in the quality of the 
land, or bringing it under cultivation. It also includes the cost of 
resettlement of the various families and also contemplates a com- 
munity development project, health and sanitation projects, and edu- 
cation projects. There is a whole realm of community development. 

Mr. Garprner. If I may intervene at this point, the best agricul- 
tural land in Egypt will now change hands for 1,000 pounds an 
acre, or $2,800 an acre. That is what it is worth on the market, the 
very best land today. It is an astonishingly high figure for land. 

Mr. Taser. Will this be the best land? 

Mr. Garprner. It can be the very best land, because the land is 
reclaimed through the silt arising from the Nile River itself, and you 
can in these areas obtain high-class land. Of course, land in that 
climate is capable of producing three crops a year. It is rather differ- 
ent from the colder climates. It is continuously and intensively 
cultivated. 

There is an astonishing relationship between the value of a man 
and the value of an acre of land in that part of the world. It is 
almost a complete reversal of the figures to which we are accustomed 
on this continent. 

Mr. Taner. You had allocated to you for this year in Egypt 
$3,286,000. Your obligations show $2,953,000. Your expenditures 
show $1,516,000, and your personnel picture shows 82. How much 
do you have now actually? 
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Mr. Murruy. On May 31, sir, there was a total of 72 American 
United States Government employees in Egypt paid from program 
funds; that is, technicians. 

Mr. Taser. The FOA personnel picture shows 67 as of that date. 

Mr. Murpuy. Well, I am looking at an FOA personnel strength 
report of May 31, 1954, sir. For the line for Egypt there is a figure 
shown as 72. 

Mr. Taser. It says total, 67. 

Mr. Moreuy. Those are United States nationals, sir. The differ- 
ence would be local. 

Mr. Taser. You are planning to build up that total number how 
much ¢ 

Mr. PavL. 117 technicians. 

ig Taser. The locals are taken care of out of local costs, are they 
not 

Mr. Murruy. That is correct. 

Mr. Taper. The 67 is the comparable figure to the 82 that was 
involved ? 

Now, we get into 1955, and you want 35 more. 

Mr. Murpnuy. Fifty more. 

Mr. Taper. Fifty more than you presently have / 

Mr. Murreny. That is over the course of a year. 

Mr. Taper. Why would you need all those in that program? What 
are you doing that will require that many people? 

Mr. Pavut. The largest single project is the project that we just 
described of the rural improvement service, ahi is just now getting 
started. 

Mr. Taser. What does that mean ? 

Mr. Pauw. It is the 33,000 acres in the 2 provinces that we just 
described on the land-reclamation and resettlement and community- 
development project. 

It took some time after the funds were first earmarked for that pro- 

m in the fiscal year 1953 for the Egyptian Government to set up 
the appropriate organization within its own Government to carry out 
this program. This has now been done and we expect there will be a 
very rapid increase in the requirement for technicians this comin 
year. That is the major reason for the large increase in personnel. 

There are other minor amounts of personnel involved in other new 
a and the agricultural extension projects generally are to be 
enlarged. 

Mr. Taner. What are you going to do in your agricultural pro- 

am? For instance, have you been into that picture in Lebanon? 

ave you been there? 

Mr. Paut. I have been there; yes. 

Mr. Taser. Did you see what they have done, or what has been 
done there by our people? 

Mr. Pauw. Yes; I did. 


1 
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Fray, Jory 16, 1954. 
Mr. Taser. The committee will come to order. 


Fiscatn Data on DeveLopMENT AssisTaANce Program, 1954-55 


Mr. Gary. Mr. Chairman, I suggest that we request that the wit- 
nesses supply for the record a statement giving a brief description of 
each major project under the development assistance program by area 
and by country, and for each project show the funds available for 
fiscal year 1954, the obligations on June 30, 1954, the unobligated 
balance on June 30, 1954, the expenditures during 1954, the unex- 
pended balance on June 30, 1954, the request for 1955, and the total 
available for obligations for fiscal year 1955. 

I think if we get that on each major project in the program we will 
have the information we want. It would probably take us several 
hours to dig that out in the various countries, whereas a table would 
give us the information in compact form. 

Mr. Taner. I think that is a good suggestion. 

(The tables requested are as follows :) 


Tas_e I.—Development assistance, available funds, fiscal year 1954 


Add transfer in: 
Iran sec. 513 (b) from title I military__.________ $20, 000, 000 
Lebanon sec. 513 (b) from Palestine refugee____ 6, 000, 000 
26, 000, 000 
Subtract transfer out: 
Sec. 550: 
DOT's technical cooperation 2, 300, 000 
DOT’s technical cooperation_____.___-____- 1, 065, 000 
— 26, 365, 000 
Application of available development assistance funds, fiscal year 1954 
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TaBLeE II.—Near East and Africa—Development assistance—Funds available, 
estimated obligations and expenditures, fiscal year 1954 


{In thousands of dollars} 


Estimate | Estimate 


Estimated | Estimated Ex. 
expended, unexpended 


Funds | obligations unobligated wendi- 


available | June 30, | June 30, | Urs, May! fecal year | June 30, 
1954 1954 | | 1954 1954 
71, 500 36, 566 39, 366 32, 134 
ati.) 52, 500 52.500 | 297.470 32, 770 19, 730 
8, 250 8, 140 110 | 140 140 8, 110 
385 344 4 “4 “4 341 
8, 000 1, 102 6, 808 
tla SIR 146,635 | 146, 484 151 | 64, 380 | 73, 422 | 73, 213 


Mr. Taser. I have also asked for a table. It would relate to the 
statement shown on page 155. I have asked them to insert the 1954 
obligations in the aan following the 1954 figure on page 155, and 
I have asked for the total obligations for the period for each item. 
I have also asked them to supply in the table following where it says 
“Number of persons” the number on the roll as of May 31, 1954. I 
think that would pretty well take care of us on those smaller items. 

(The information requested may be found on p. 359.) 

Mr. Taser. I have a few questions that I would like to ask. IL 
would like to cover some of the larger programs a little bit more than 
we have. 

LEBANON 


AGRICULTURAL RESEARCH CENTER 


Now, take this Lebanon picture, for instance: There I understand 
you have built a great big barn, and a cow barn, and an enormous 
chicken house out of stone that costs probably $150,000. I under- 
stand that it is utterly useless from the standpoint of any value to 
that country. 

be can you tell us about that? Why did you do such a caper 
as that? 

Mr. Pau. I do not know of any, nor did I see any such project 
when I was in Lebanon, nor have I had any reported to me. I will 
be happy to look into this and find out. I would be just as inter- 
ested as you are to know why this has happened, if it has. 

Mr. Taper. The clerk tells me that the actual cost of this thing 
is $128,000. The men who were over there last year, some from this 
subcommittee, saw it. Mr. Andersen can give you the detail of it. 

Mr. ANpeRsEN. I will say to begin with it looked to us as an 
uncalled-for extravagance. 

We visited the Lebanese agricultural research center at Tervol, 
which is being built cooperatively by the United States and Lebanon 
under the point 4 progae. We noticed that particular building, 
which was supposed to be a model. Evidently the idea was to show 


the Lebanese farmers what could be done. It was all out of propor- 
tion to anything that the Lebanese farmers could do in the future. 
We thought that it would have been much more practical, Mr. Chair- 
man, to have had some down-to-the-earth experimental buildings 
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that the Lebanese farmers could look over and get direct informa- 
tion on how to construct them. yp 

By the way, that particular building included a milking parlor, 
and to use that was more or less ridiculous. I might say that in my 
section of Minnesota, one of the greatest dairying States in the Union, 
we have not had an opportunity up to this time—at least within 100 
miles from where I live—to have such an institution constructed. To 
me it is simply a waste of funds. There was over $100,000 thrown 
away in this particular project. Who is responsible I do not know. 
i did ask the gentleman in charge why it was placed there. He 
sald: 

Well, we had something like that at the State college at Ames, Iowa, and 
we feel we are entitled to have similar buildings here. 

He said something of that nature, but I would not want to quote 
him directly. But at least he did compare his hopes for what should 
be placed there in Lebanon on a par with what we have at one of 
the greatest agricultural colleges in America, the agricultural col- 
lege at Ames, Iowa. 

Mr. Pavt. I will look into this project immediately. I would like 
to say, however, we have not been happy with the progress of the pro- 
gram in Lebanon over the past 2 years. It has not moved as rapidly 
as we hoped it would. I do not think it is, however necessarily the 
fault of the personnel assigned there. It is partially the fact that 
the Lebanonese country, first of all, is half Christian and half Moslem. 
They have a delicate political balance, though recently they have 
achieved a more stable government. This has all contributed to a 
lack of follow-through on projects. They have a lot of unfinished 
monuments in that country. 

The ability to plan ~y range has been denied our people out 
there because of these changes in government every few months. 
However, two things have changed, and I would like to call the com- 
mittee’s attention to them. 

One thing is, Lebanon now does have what appears to be a strong 
and stable government. They have set up an economic development 
board for the first time, as far as I know. They are working out 
projects on a long-range basis for the first time and relating them to 
all fields of their economy riculture, health, and the others. 

Secondly, we have changed our mission in the field quite substan- 
tially. We appointed a new mission chief less than a year ago, and 
he has been on the scene now for approximately 5 or 6 months. We 
have great confidence in this man and in his ability to organize and 
bring this nation together, and the reports we have had are very good. 

As I say, I do not want to imply that the personnel who were out 
there previously were incompetent, but we have changed the person- 
nel of our mission. 

I cannot say, however, whether the agriculturalist from Iowa is 
still there or not. I will have to check that and find out why this 
particular project was ever permitted. I had not heard about that 
one, sir. 


Mr. Taser. Now, I think that I would like to have you go into the 
first of the big items, India. 
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There you seem to have had available $27 million and you seem to 
have spent down to May 31, $24,026,000. 

I do not know how the $26 million becomes the same as the end of 
the availability, but I would be glad to have you give us some idea 
of what you have done there. 

Mr. Murpuy. The figure you quoted is, of course, the obligations 
against the 1954 technical cooperation program only. ‘The total obli- 
gations during the period were somewhat lower than that, obligations 
from prior year accounts, and our figure is $23,931,000. The differ- 
ences would be adjustments of fiscal vear 1953 and fiseal year 1952 
programs. 

r, Taner. Go ahead and tell us what you have done in India. 

Mr. Paut. The basis for the $27 million estimate you have there is 
the signing of large number of projects agreements in the latter part 
of the year, sir. We do not as yet have the final figures as of June 30. 
This was the best estimate we had as of the time we put this book 
together. 

n terms of what we have done generally in the program, we have 
fallen somewhat short of our eatidl: pencil objective; however, we 
hope we will be able to improve that situation during the next year. 

f you want me to describe in some detail the program we have 
carried out in India, Mr. Chairman, I would be glad to do so. 

Mr. Taper. I would like to have you give us the general picture of 
it at least, sir. 

Mr. Paut. All right, sir. 

The technical cooperation and the development assistance sides 


of the Indian program go hand-in-hand because the projects that 
we are entering into in this aap me contain an element of capital 


equipment and supplies which we have assigned during the present 
year to the economic aid program, as well as the technicians which 
we have assigned to the technical cooperation part. The projects in 
the Indian program are interrelated and cannot be separated out 
except from the point of view of fiscal reporting. 


CORRELATION WITH INDIA’S 5-YEAR PLAN 


Now, the program we are carrying out in India is related to the 
Indian 5-year plan with the greatest emphasis on agriculture, inas- 
much as 80 percent of the population of India is an agricultural 
population. 

he program is designed to provide a maximum amount of tech- 
nical assistance in the form of United States technicians and trainees 
in this country, and also to supply the capital necessary to fill a finan- 
cial gap in the more important projects of that plan, which we agree 
with the Indians are the most important. 

The emphasis continues to be on agriculture, although we are 
expanding and hope to expand more in 1955 the industrial segment 
of the program. 

Mr. Taser. The program there seems to be overall about $19,500,000 
for the next year. 
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COMMUNITY DEVELOPMENT PROGRAM 


Mr. Pau. The heart of that technical cooperation program is the 
community development program. 

Mr. Taser. What are you doing there? 

Mr. Pavt. On the field of community development we have a very 
large-scale program. 

Mr. Anpersen. The community development program is the very 
best program that is carried out throughout the Middle East and in 
the Near East. 

Personally, if I were operating, or had something to say about the 
operation of the FOA through that area, I would limit it to projects 
having to do with community development, water resources, health 
and sanitation, education, and such. y do want you to know that I 
think you are doing fine work in relation to showing the Indian people 
how to clean up their villages, and in training county agents, so to 
— to go out again among their own people and in turn continue 
the work. 

So far as I am concerned that is the best part of your whole project. 

Mr. Pau. And that also, Mr. Andersen, is the heart of our tech- 
nical cooperation program. 

Mr. Anpversen. Certainly. It is very much justified. 

Mr. Taser. Your supply and equipment setup seems to be 80 per- 
cent of the expenditure in this current year. I rather assume it is 
about the same in the 1955 picture ? 

Mr. Pau. Yes, sir; it is roughly the same. 

Mr. Taper. Why do you need all that money for that particular 
program 

Mr. Pavut. The India program is unlike any other program in the 
world on that basis, Mr. Chairman. We have a relatively few num- 
ber of Americans in that country, technicians. Given the size of the 
country, 363 million people, its vast geographic size, and the fact that 
Americans are limited, we cannot hope to do more than teach Indians 
to teach other Indians. That is the basis for our technical coopera- 
tion program in India. 

Mr. Taner. But why would you need so much for supplies and 
equipment ? 

Mr. Pauw. Because the— 

Mr. Taser. What sort of stuff do you buy and what do you put this 
money into? 

Mr. Pavut. We buy equipment such as DDT sprayers, simple sanita- 
tion equipment, agricultural implements with which we demonstrate 
to the Indian teachers. We also supply the equipment, and that is 
included in the figure before you, equipment by which the Indian 
teachers can teach the Indian villagers. We cannot attempt and do 
not attempt to send any American technicians directly into the vil- 
lages to teach the Indian farmers. We simply cannot hope to have 
the spread of our program through that method. Therefore we train 
village level workers. 

Tf you count that figure, sir, against the 10,000 village level workers 
who will have been trained in the agricultural sector alone, I think 
the figure becomes a lot more reasonable as to supplies and equipment. 
In other words, it is not simply the supplies and equipment that the 
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American technicians need but it is the supplies and equipment re- 
quired both by them and by the Indian teachers whom they train. 

I think we have calculated on the basis of our most recent figures 

Mr. ‘Taser. Why wouldn’t those items of supplies and equipment 
come out of the economic aid instead of out of the other picture? 

Mr. Pauv. Because they are literally demonstration supplies, Mr. 
Chairman. The definition we have applied in technical cooperation 
in the past, and also in this program before you, is supplies needed for 
demonstration and training purposes. Inasmuch as these supplies 
are the ones that the Indian teachers and trainers use, they are for 
demonstration purposes. 


SHIPMENT OF STEEL 


Mr. Taser. You have imported a lot of steel, 80,000 tons of steel. 
Why would you do that? 

Mr. Paut. This steel is furnished to the Indian steel pool. 

mr. Taper. They have a steel plant there themselves; have they 
not! 

Mr. Pauw. They have a steel plant. Their annual output is around 
1 million tons a year. Their annual requirements, minimum, are 
around 2.3 million tons a year. The purpose of this, and it is a short- 
range development, is to provide them with the steel they need for 
certain essential projects, such as the manufacture of simple agricul- 
tural implements, and the other items they feel essential to their 
development. . 

I say this is a temporary, short-term project, just as are all the 
other projects in our development assistance program, because the 
Indians now have plans, and are hoping to get a loan from the In- 
ternational Bank or a combination of International Bank and other 
private or semipublic sources, to build a new steel plant which will 
expand their capacity sufficiently to take care of their most urgent 
requirements. However, that is still on the drawing boards and they 
have not succeeded in getting the financing for it as yet, so they 
must import steel. 

In a country the size of India 2.3 million ton requirement seems 
small, but that is listed as their requirement and also regarded by 
them as a very high priority. 


TUBEWELL PROGRAM 


Mr. Taser. What is the status of the tubewell program ? 

Mr. Pavt. In the tubewell program we have contracted for 2,650 
prehaeoe wells in the Gangetic Plain, which is an 800-mile plain 

low the base of the Himalayan Mountains, which has potentially 
very fertile land but does not have access to water. 

owever, the runoff from the Himalayas results in runoff of con- 

siderable water 100 to 400 feet below the ground. That is why 
the source of permanent irrigation in that area is through these tube- 
wells. 

We have contracted, using fiscal 1952 and 1953 funds, for the con- 
struction of 2,650 of these wells, as I indicated. 

We have also contracted out of fiscal 1953 funds for 350 exploratory 
wells in other parts of the country. 
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oe Anpersen. You have, in effect, contracted for about 3,000 
wells 

Mr. Pauw. That is right. 

Mr. ANDERSEN. 2,650 in the Ganges area ? 

Mr. Pav. That is right, sir. 

As to the status of that program, I would like to give you some 
history because it is important to understand the status of it. 

Practically all of the tubewell drilling before the United States 
went into the picture had been done departmentally by the various 
states. The state governments in India are rather involved bureauc- 
racies in themselves, each having their own parliaments and each 
having their own divisions of public works, and so forth, and each 
having their own different methods of operation. 

When the United States went into this project we had a consid- 
erable amount of difficulty for the first several months negotiatin, 
these contracts, or having the contractor, the private contractor an 
the states negotiate the contracts. 

In some cases the negotiations dragged out for several months. We 
can now report that the administrative redtape has been cut, the wells 
now are in production. We have 904 wells drilled as of now, 733 
developed, 479 completed. 


CONSIDERATION GIVEN AMERICAN INDUSTRY 


Mr. AnverseN. To me technical assistance means showing other 
people how to do things. Of course, this other is entirely develop- 
ment assistance, which goes far beyond giving them our ena ef 
Here we have actually gone into production on a vast scale. Even- 
tually we will have 3,000 wells, each irrigating about 550 acres of 
very fertile land when the water gets on the land. 

am glad to see India going ahead that way to produce the food 
they must produce for their own good. However, the basic question 
which enters my mind, as I have expressed it here before, is how 
far am I entitled as a Congressman to vote to expend our taxpayers’ 
money to create further difficulties for us in the markets throughout 
the Near East. That vast amount of land we are directly putting 
under irrigation also accomplishes taking away our normal cotton 
outlet throughout that region of the world. 

Of course, you might say the idealistic viewpoint is to help those 
folks and put a vast amount of their land under irrigation, but, 
at the same time, we have a tough question here in our own country 
as to what to do with our own products. Our own agriculture is 
getting in difficulty. 

How far do you think I am justified in voting for anything along 
the nature of what is not technical assistance but what is clearly eco- 
nomic aid and development assistance ? 

What is your answer to that, sir? I will appreciate your reaction. 

Mr. Pauw. I am happy to have an opportunity to give my views 
on that subject, Mr. 

First of all, I do not believe, and this is the view shared by the 
State Department, that this is an idealistic program, that is, the 
helping of India toward its economic-development goals. If that 
were the only justification for it, I would have a great deal of 
difficulty. 
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Mr. Anversen. I didn’t say it was an idealistic program. I said 
we might be idealistic. 

Mr. Pauw. Yes, sir; I understand. 

Mr. AnverseN. I do think that up to this point the program per- 
haps has been very fine, but we have about 500 of these wells operating 
today, have we not? 

Mr. Pauw. Four hundred and seventy-nine have been completed. 

Mr. ANDERSEN. My question is why should we continue when you 
know the water is there, to go into what is clearly a case of produc- 
tion? Why should we continue to put down these wells/ 

Mr. Pauw. We are not asking for any funds in the 1955 program 
for tube wells nor did we use funds in 1954 for this project. 

Mr. Anpersen. But you have contracts outstanding for 3,000 wells, 
total, of which you have dug 450. That is about the case, is it not / 

Mr. Pact. That is correct; but the production will come along much 
more rapidly. 

Mr. ANpeRsEN. Surely. But isn’t it against our own best interests 
in the final analysis to be too generous of our money, when we must 
borrow in turn this particular financial help? We cannot even balance 
our own budget? 

Mr. Garprner. If I could speak for a moment; it seems to me it 
might be fair to ask whether our choice is not perhaps losing the 
entire Indian market. India is at the crossroads of Asia. If India 
falls to Communist domination, if we lose the entire Indian market, 
then the effect on our producers, both for farm products and industria] 
materials, could be stlil more unfortunate. think that that is the 
a ag answer to Mr. Andersen’s question. 

r. Taper. The trouble seems to be that neither the folks who are 
there nor the Department seem to have the slightest grasp of what 
is necessary to help India get on its feet in the sense of providing 
things that they can use themselves within their own territory. 

Frankly, I do not think they can grow crops enough nor grain 
enough to more than clothe and feed their own people. 

If you had somebody who was out showing them how to get along 
and how to handle the economic situation instead of this continuous 
thinking that the Europeans have had of keeping the wages down and 
running to the Government or some “sugar daddy” like the United 
States for help, you might be making some headway. But the way you 
are proceeding just seems to me to be a total failure of grasping the 
method of procedure that might produce something for those people. 
That is the way it seems to me, Mr. Gardiner. You are not taking a 
broad enough view of the whole picture and you are merely continuing 
a situation which is bad. You will get the same situation that you 
have in Europe. Then you go to work and somebody else supplies 
all the material that you use in the construction and our ioe are 
out of work while that is going on. 

Maybe that is the way to do it, but I can’t see it. 

Mr. Garpviner. That is not quite fair, Mr. Chairman, because the 
Indians’ own effort is so comparatively large compared to our assist- 
ance to them. It is a vast subcontinent of 363 million people. It is 
very important to the interests of all of us and all of our children to 
keep those people on our side. 

49755—54_—23 
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Ambassador Allen testified before the other committees with aieot 

persuasiveness on this point. I do not think our policy should be 

narrowly related to competition to our own farm products when these 

ple are so badly off and often on the verge of famine. I do think 

- is — interest to have a stronger, healthier, better fed India, and 
think—— 

Mr. Anversen. Just what is the logic back of the action of you 

ple in permitting the Indian Government to draw up such speci- 
cations as to take away from most American bidders the possibility 
of bidding on the pipes and pumps in that particular project? Why 
was not some better protection given our own people? If we are 
ving to expend $20 million of our own money in that area why should 
that business instead go to German and Italian firms who later on will 
be the suppliers for parts for these wells and who later on through 
the establishment of such distributing points will eventually in the 
minds of the Indian people receive credit for this entire project when 
we draw out of the picture of the initial construction ¢ 0 1s respon- 
sible in not looking after this to a better degree in the interest of the 
American people in the letting of the contracts ? 

Mr. Pavt. The particular thing you refer to are the difficulties that 
Mr. Harold T. Smith had in his contract with the Indian Government. 
He is an American contractor and he has the largest single contract for 
the building of tubewells, which is 755 out of a total of 1,500 during 
the fiscal year 1952 program. 

He did have some difficulties when he first negotiated the project 
with the State officials. I have forgotten which State it was now. 
They went over the specifications in some detail and they had con- 
siderable amount of argument about the specifications. Someone 
from our mission reviewed with Mr. Smith the specifications in that 
contract, but essentially he was the one who had to be satisfied. Also 
he knew more about tubewells, or he had forgotten more about tube- 
wells, than anyone else we had in the mission at that time. 

It so happened that in the specifications for that particular 755 
wells there was a specification for electric welded, hot-rolled steel 
casing pipe which is not fabricated in the United States, apparently. 

Mr. Smith did not argue with them at the time the contract was 
executed, apparently with the thought they would be reasonable and 
allow him to change the specifications so that American suppliers 
could get the bid. 

There was an altercation on that subject, of course, when the Indian 
Government pointed out the specifications did not call for that. 

That is all T can say on the point of why it was allowed to happen, 
Mr. Andersen. I am not going to give you an excuse for it because 
I do not think it should have happened. There should have been 
closer attention paid to that. I can assure you that if anything like 
that in the future comes up it will be handled better. But this was 
at a time when our program was first starting. Our mission was of 
a skeleton size. We didn’t have the know-how or the technicians. 
We had to depend mainly on the contractors themselves. 

As I indicated, we were in a position to do nothing but take Mr. 
Smith’s word for it that the specifications could be lived up to. That 
is the fact of the matter. 
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Mr. Anversen. Is it not a fact that both the pipe and pumps are 
being bought elsewhere than in the United States 

Mr. Pau. Yes, the pipe is being bought in Italy. 

Mr. AnpersEN. That is the point I object to. 

Mr. Forp. Are deliveries still being made on that contract with that 
arrangement? 

Mr. Pavt. Yes, sir. 

Mr. Forp. How much more is left on the remaining deliveries in 
the basic contract ? 

Mr. Paut. Mr. Ferris, Chief of the India, Nepal, and Ceylon Divi- 
sion, will answer that. 

Mr. Ferris. The contracts in the fiscal year 1952 program totaled 
1,500 wells out of the 2,000. Five hundred are being built by the irri- 
gation departments in four Indian states. 

Of those 2,000 wells, 904 have been drilled, and 479 completed. 
The completed wells pretty well measure the extent of the steel 
actually delivered and installed, that is to say, about a third of the 
total steel requirements for the original contracts. 

It would be fair to say another third probably is en route some- 
where, or in storage. As a rough guess I would say one-third has 
not been shipped, but I cannot give you the precise figure. 

Mr. Forp. It might be fair to say, then, that at the time the con- 
tract was negotiated, which was in 1952, was it not? 

Mr. Pavt. Yes. 

Mr. Forp. That the availability of any steel in the United States 
was at a minimum ? 

Mr. Ferris. That is true. Contractors had difficulty getting United 
States steel producers interested in supplying steel during 1952. Our 
own procurement agencies had difficulty getting United States manu- 
facturers to bid on steel in 1952. 

Mr. Anversen. Did that apply to pumps, too? 

Mr. Ferris. No, sir. In the case of this particular program, the 
contract was let for completed wells, with pumps, motors, tubing, 
everything necessary to complete the well. The contractor had com- 
rae liberty to buy the pumps anywhere he wished. It was his option. 

f Mr. Smith bought pumps in India it was something he had con- 
trol over himself and the Foreign Operations Administration did not, 
nor did the Indians, dictate. 

It is true that in the next year’s program of drilling production 
tube wells, the Indian unemployment situation resulted in two of 
their own pump manufacturers getting an agreement from the In- 
dian Government that the pumps for the second year’s contract, or 
650 wells, could be bought from Indian sources. At that point the 
Foreign Operations Administration took the position that if they 
wished to do that they could not spend our money for it: so an 
adjustment was made in the financing whereby the pumps, and trans- 
formers also, were bought entirely from Indian funds and not from 
United States funds. 

Mr. Forv. What is the current result of the completion of these 
450 wells? How much additional production from the irrigated 
lands has resulted ? 


Mr. Ferris. The wells completed are not all yet delivering water 
because the power supply is not quite as far ahead as the wells; 78 are 
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delivering water. The results are presumed to be the same as the re- 
sults of about 3,000 or more of these tube wells which the Indians 
drilled in the years before our program was started. 

In general, each well will irrigate from 300 to 600 acres. 

Mr. Anpersen. The information given us was about 500 to 550. 
Wasn't that it ? 

Mr. Ferris. In general I would say—— 

Mr. ANDERSEN. They average about 500 acres to the well? 

Mr. Ferris. 500 is near average. The use of the water has shown, 
over 10 years experience in these wells drilled before this program ever 
started, that tube wells are economically sound. The water is sold 
at about 16 rupees per acre per year and it is snapped up as fast as it 
can be delivered to the farmers, which I think is tie best test. 

Mr. ANDERSEN. With your figures of 500 acres per well, 3,000 wells 
will bring in a production of 1,500,000 acres ? 

Mr. Ferris. Yes, sir. The total Indian irrigation expansion, under 
the 5-year plan, is 16 million acres, from 48 million to 64 million, of 
which 8 million is to be irrigated by minor projects such as wells, 
tanks, and pumping from small streams. The Indian 5-year plan thus 
is increasing irrigated acreage of India by one-third in 5 years, the 
largest irrigation expansion the world ever has seen. 

r. Forp. What progress has been made in this total expansion pro- 
gram to date? 

Mr. Ferris. The latest figure we have is that the Indians have 
achieved new irrigation on about 314 million acres out of the 16 million 
in the plan; this is quite good because a good deal of it comes from dams 
which take 4 to 6 years to build. 

Mr. AnpERsEN. I think you will agree that once the water is put on 
that land that it is as productive as any in the United States? At least 
we saw some cotton there which excelled anything, and this is accord- 
ing to Mr. Hunter, of California, that they had in his State of Cali- 

ornia. 

Mr. Ferris. In general the crops using water from tubewells at the 
moment are food crops rather than cotton. Most of the cotton is 
grown in other parts of India. 

Mr. Anpgersen. What we looked at was the cotton production. 

Mr. Taser. What do you propose to do with this $19,500,000 we 
have here for this particular setup for the current year? 

Mr. Pavt. It is a continuation of the programs we have been carry- 
ing on. We put emphasis on the community development program. 
I can give you a detailed breakdown of the various projects in that 
program. 

ere are no new projects except for expansion in the audio-visual 
aids and a few minor projects of that sort. Also we are hoping to 
increase our technical assistance in the industrial field this year 
through the establishment of a productivity program in the country. 
' is still on the drawing board but we hope we can institute it during 
this year. 

A number of people from public boards and private individuals 
who have come back to this country have indicated they feel we have 
been neglecting to some degree the industrial sector of the Indian 
economy in our programs. e are going to attempt to correct that 
this fiscal year and achieve more of a balance. 
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Mr. Taser. Why haven’t these Indians that you have alreacy 
trained in this community program been able to go ahead and take up 
that sort of thing themselves ¢ 

Mr. Pau. They have to a large degree but they have a long way 


to go. 

Mr. Taper. You are training quite a number of them. Why 
wouldn’t they be able to go ahead and do it as well as for us to keep 
a lot of technicians in there ¢ 

Mr. Pauw. We are spreading the program out into different sectors 
of the economy. I think if you will look at this map it will give you 
some idea of the geographic coverage of the program and what the 
American technicians do when they leave a given area is to move on 
to another one. 

Given the state of communications in India it is not possible for the 
Indians themselves to move around these various areas. The Ameri- 
cans go to different provinces after they are through with one given 
province. 


FUNDS AVAILABLE, ESTIMATED OBLIGATIONS AND EXPENDITURES 


Mr. Murpnuy. Mr. Chairman, I have some tables which I think 
are responsive, at least to some degree, to the tables requested this 
— by Mr. Gary. I am not sure they will completely do the job. 

In table 1 I made an analysis of the funds available, which shows 
what was appropriated for this development assistance in 1954, what 
was added as transfers in, and the transfers out subtracted, and what 
the net availability was for the period. And it shows by country how 
that net availability was distributed. 

In table 1 you will see in the 1954 column only development assist- 
ance to the Near East and Africa, $146,635,000. 

Mr. Taper. Do you have that broken down? 

Mr. Gary. It is broken down according to countries on table 2. 

Mr. Murpuy. The next table picks up where the other table leaves 
off. This shows the same fund distribution on the other table by 
country; shows what the estimated obligations were through June 30, 
and shows the unobligated balance on June 30, 1954. 

In addition to this, I might mention that just before I came up I 
found $46,000 unobligated in Israel, which program I thought was 
completely obligated. 

Then we have the actual expenditures to May 31 of $64 million. 

Our estimate for June is shown in the next column, where we esti- 
mate the total estimated unexpended balance at the end of the vear 
to be $73 million. 

Mr. Taser. You mean in this particular figure? 

Mr. Murpny. That is right; in this particular development assist- 
ance in the Near East. 

Mr. Taser. How about the unobligated balance? 

Mr. Murpuy. The unobligated we figure will be less than $200,000. 

Mr. Taper. You are shaving it pretty close. 

Mr. Murpuy. I thought that would even be lower. 

Mr. Taper. In Lebanon, is that $6 million? 

Mr. Murpny. Yes, sir. 

(The tables above referred to may be found on p. 344.) 
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Mr. Gary. Do you have a description of the projects in the various 
countries? 

Mr. Murpuy. Yes. We have to classify this one as secret. 

(Discussion off the record.) 


PROCUREMENT OF ROLLING STOCK FOR INDIA 


Mr. Taser. Is this the program where you are supposed to be 
several railroad engines? 

urpPHY. That ‘s India. 

Mr Taper. Are we building a railroad in India? 

Mr. Murpuy. No, sir; we are supplying rolling stock, freight cars, 

and locomotives. 

Mr. Taser. You are buying the engines in Germany? 

Mr. Murpny. No, sir. 

Mr. Taser. Where? 

Mr. Mourpay. It is premature to say where they will be bought. 
The contract has not been awarded. The bids are being opened now 
and are being abstracted, but there has been no award made; so it is 
premature to say where those locomotives are to be bought. I do 
not know and the GSA does not know where the contract will go. 
They are very involved bids and it will take some time to abstract 
them and determine where the contracts will go. 

Mr. Paut. It will be at least September. 

Mr. Murpny. It will take another 60 days to decide who gets the 
award on the locomotives and freight cars. 

Mr. Taser. How many locomotives are there? 

Mr. Pavt. 100 locomotives and 5,000 freight cars. 

Mr. Morpnry. The outfit in India that runs the railroads will 
up local currency for the equipment equivalent to $20 million. T at 
is going into a development fund which, together with private capital 

tinto this development fund, is going to be used for loans to 
goin up the economy of India. 

Mr. Gary. Do I understand that the total development assistance 
program for 1955 is $130 million? 

Mr. Murpny. In the Near East and Africa. 

Mr. Gary. And of that amount, $38.5 million will be furnished in 
surplus agricultural products. 

Mr. Murpny. That is our estimate. 

Mr. Gary. Which leaves a dollar balance of $91.5 million; so that 
we are only actually going to spend in dollars $91.5 million. 

Mr. Murpuy. No. 


USE OF AGRICULTURAL SURPLUSES 


Mr. Taser. Under that agricultural program, do not we send those 
surpluses over there? 

Mr. Paut. No, sir; that is oe to our appropriation. I believe 
the House in the authorizin legislation indicated $500 million, or at 
least did so in their report. We had estimated $250 million out ‘of our 


=e worldwide program could be in the form of agricultural sur- 
pluses. 

Mr. Taser. There is $1 billion in the bill that we passed for giving 
away agricultural surplus. 
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Mr. Murpuy. That is a 3-year program. 

Mr. Pau. And that is separate. 

Mr. Taser. But that is quite a considerable bite. And even 
$300 million would look awfully big to me..- 

Mr. Murpuy. Now to the extent those surplus agricultural com- 
modities to be supplied are owned by the CCC, then the checks drawn 
on this appropriation for payment would go right to the CCC, 

Mr. Gary. [ understand that. The point I am making is that it is 
really only costing the United States $91 million of cash for these 
projects. We are reimbursing the CCC, but the only money we 
actually pay out for the projects themselves is $91.5 million and the 
rest of it is derived from the use of surplus products. Is that correct? 

Mr. Murpny. That is absolutely correct. The surplus products 
are sold in the countries and the sales proceeds then are devoted to 
mutually agreed expenditures. 

Mr. Gary. But in order to keep the accounts straight, we have to 
appropriate the money so you can pay it over to the CCC. 

Mr. Murpuy. Yes, sir. 

Mr. Gary. And, incidentally, so the farm subsidy program won’t 
show quite as much loss to the Government. 

Mr. Murpny. There is just one note of caution there, Mr. Gary, 
I do not want to mislead you. That is, if agricultural commodities 
procured with this money are not owned by the CCC but owned by 
individual commercial suppliers, then, of course, the money would go 
to those United States suppliers of tobacco, cotton, and so forth, 

Mr. Gary. You say “surplus supplies.” I thought all surplus 
supplies where owned by the CCC. 

Mr. Murpny. No, sir; that is not correct. As a matter of fact 
I think the the CCC owns an awful lot of surplus wheat, but I under- 
stand the surplus tobacco, cotton, and other agricultural surpluses are 
held by individual owners. The CCC has made loans, so that they 
have a vested interest; but they do not actually have the beneficial 
title to the surplus agricultural commodities. 

Mr. Gary. And if they did not pay off the loans, then the CCC 
would have to take them over. 

Mr. Murpuy. That is right. So when we buy from a supplier, 
ther pey off their debts to the CCC and that money finds it way back, 

iscussion off the record.) 

ee Gary. Mr. Chairman, | wonder if we could ask, when a com- 
plete report is received on that, if they could furnish a copy to this 
subcommittee? 

Mr. Taser. I| think they ought to do that. 

Mr. We will. 


PERSONNEL IN NEAR EAST AND AFRICA PROGRAM 


Mr. Murpny. Mr. Chairman, I have some personnel figures for 
this area that are up to date which I shall be glad to make available 
to the committee. 

Mr. Gary. Mr. Chairman, did we put those other tables in the 
record? 

Mr. Murpuy. The third one is classified. 

Mr. Taser. The other two are in. 

(The information requested may be found on p. 344.) 
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Mr. Murpuy. On the personnel figures, the big thick book you 
have in front of you shows that in this area we anticipated getting 
to a total of 1,155 by June 30. 

Mr. WicGLeswortu. What page of the big book is that? 

Mr. Taser. Page 155. 

Mr. Murpuy. That shows personnel for 1955, sir. But the sum 
total of the figures for 1954 in all the countries was 1,155. We found 
that on May 31 we had 830 people that were United States Govern- 
ment employed technicians on the payroll, and we found that we had 
contracted for 263 from private contractors in 1954, from universities, 
and so forth, making a total of 1,093, which means that leaving out 
the June employment of regularly employed technicians, we fell short 
of our goal by 62 technicians. I will make this table available to the 
committee. It is broken down by country and by type of employ- 
ment. 

Mr. Taser. We will insert page 155 in the record at this point, with 
obligations through May 31 inserted after column two and personnel 
on duty as of May 31 inserted after column five. 

(The matter referred to is as follows:) 
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Mr. Taser. It looks like you built up 263 in the month of June. 

Mr. Murpny. No, sir. That is contract employment entered into 
during fiscal year 1954. That is not just June. That figure of 1,093 
compares to the figure for 1955 shown on page 155 of 1,430. 

Mr. TaBEr. y are you asking for an increase in your personnel 
figures? Some of them are pretty nearly doubled, some of them are 
doubled, practically; once in a while there is a cui, but it is not very 
big. It would seem like these things would go along a lot better if you 
did not have so much personnel. 

Mr. Pau. We are cutting down on the amount requested for the 
programs. We are cutting down on the size of the programs, but we 
do feel that this level of funds, perhaps reduced further as we cut 
down the supply pipeline for next year, is proper. We feel that where 
the programs are getting going in some of these countries, whereas 
they had not before, this is a good balance to shoot for. It must be 
remembered these programs are 2 or 3 years old at most, except for 
Liberia, where it has been going on for several years. 

Mr. Taser. You do not seem to be leveling off on that program. 

Mr. Pau. The Liberian program, until taken over by TCA in 1952, 
was a combination of many different contributions by various United 
States agencies and international agencies, so actually that program 
was in worse shape in terms of program planning than in some of the 
countries where we never had a program before. 

Mr. Taser. You mean having the technicians in there for a cer- 
tain number of years made conditions worse instead of better? 

Mr. Pau. It made it worse in the sense that there was no coordina- 
tion of the activities. There was inadequate planning in the sense of 
the economic needs of the country. In the process of pulling these 
things together, we found a lot of things in the program we did not 
like and we are now trying to relate the program to the economic 
needs of the country. Liberia has a very large supply of rubber and 
minerals, and we are trying to direct our program so as to make it 
easier to export them. 


INDIA 


Mr. Taper. Do you want to talk a little bit about the Indian 
programs? I want to ask you a few questions there. You have $85 
million in this construction setup for India. Why do you need all 
that money? That is an increase of $25 million over the current 

ear. 

” Mr. Paut. The increase in the development assistance program for 
India is mainly due to the fact that the 5-year plan which ends in 1956 
is approaching its final stages. As I indicated to the committee 
before, the program on which we are basing our own projects is in the 
Indian 5-year plan, which calls for the expenditure of $4.7 billion, in 
local currencies and foreign exchange, during the 5-year period ending 
in 1956. As Mr. Byroade testified the other day, it is considered to be 
very important that this test of the power of a democracy to govern 
its people and to provide a better standard of living for them, as against 
the way it is being done in their neighboring country of China, be 
successful. For that reason, it is believed to be important that the 
United States help India in trying to attain the 5-year goals which, in 
turn, will raise the standard of es in India and help assure the 
continuance of democracy in India. 


Mr. Forp. Off the record. 
(Discussion off the record.) 


OBLIGATIONS 


Mr. Taser. Can you give us a breakdown of the $60 million that 
you had for development assistance in 1954 in India? 

Mr. Paut. Yes, sir, we can. 

Mr. Murpuy. While Mr. Paul is getting the detail, I might say 
the $60.5 million was all obligated as of the 31st of May. 

Mr. TABER. Right down to the penny? 

Mr. Murpuy. Yes, and $45.5 million of it had reached the sub- 
obligation stage on April 30. The locomotive and steel purchases 
accounted for it, those two items. 

Mr. Taser. The locomotives and steel accounted for it? 

Mr. Murpay. Yes, sir. 

Mr. Taser. I thought you told us the locomotives had not been 
yet? 

r. Murpny. They are not bought yet. 

Mr. Taser. How can that be obligated? 

Mr. Murpuy. This procurement obligation business we discussed 
the other day, where we authorized the purchase from fiscal year 
1954 funds. 

EXPENDITURES 


Mr. Taser. How much was actually expended? 
Mr. Pavt. Out of the $60.5 million? 

Mr. Taser. Yes. 

Mr. Pavut. There have been no expenditures out of that as yet, the 
major items being steel and railroad equipment. 

Mr. Taser. Most of it is steel and railroads? 

Mr. Pavt. Yes, sir. 


OBLIGATIONS BY CATEGORY 


Mr. Taser. Do you have any breakdown so that we can see just 
what it is? 

Mr. Paut. Breakdown of the $60.5 million? Yes, sir, I have. I 
have it broken down into major categories. I will give you the amount 
of the category and ask Mr. Ferris to elaborate on it. 

Mr. Taser. I do not know how much he ought to elaborate on it, 
but tell us what you can. 

Mr. Pauw. We have $8.5 million in the natural resources field. It 
is broken down on page 184, in the middle of the page. $20 million 
of the $26.5 million for transportation, communications, and power 
is the railroad procurement. 

Mr. Taser. Repeat that again? 

Mr. Pavt. $20 million of the $26.5 million listed under transporta- 
tion, communications, and power was for the railroad procurement. 

Mr. Taser. Railroad procurement? 

Mr. Pavt. For railroad equipment, for the locomotives and freight 
cars. 

Mr. Taser. Oil and grease, and so forth? 
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Mr. Paut. No, sir. That was for procurement of freight cars and 
locomotives, $20 million. Do you have the breakdown for the rest 
of that item? 

Mr. Ferris. There was $6.5 million for power supply projects. 

Mr. Taser. How much railroad? 

Mr. Ferris. $20 million. 

“tr. Taner. How much for agriculture? 

Mr. Ferris. There was nothing for agriculture in the special 
economic aid category. 

Mr. Taser. I wonder what you meant when you got up this book 
and told us there was $8.5 million for agriculture? 

Mr. Pau. That was for natural resources. 

Mr. Ferris. That was for a dam which provides irrigation, and 
is under natural resources. 

Mr. Murpuy. They are grouped under one heading in the book, 
Mr. Chairman. 

Mr. Taxser. The biggest items are transportation and communica- 
tions, $26.5 million, and industry, mining and labor, $25.5 million. 
What are they? 

Mr. Ferris. The $25.5 million is all steel. 

Mr. Taser. That is all steel? 

Mr. Ferris. Yes, sir. 

Mr. Taper. In the 1955 picture you are planning $85 million, of 
which $10.5 million is for agriculture. What is that? 

Mr. Ferris. $10.5 million is dams for irrigation. 

Mr. Pau. Again that is natural resources assistance. 

Mr. Taser. $3.5 million for health and sanitation. What is that? 

Mr. Pavux, That is for the malaria control program principelly, 
largely for the importation of DDT and spraying equipment for using 
it. 

Mr. Taser. Are they troubled much with malaria over there? 

Mr. Pau. Yes. They have had a very serious problem in malaria 
control. With the financing of their own DDT plant they will, I 
think, soon be in a position to supply the requirements of their malaria 
control program. Most of the financing for their DDT plant has been 
through U. N. channels. 

Mr. Ferris. From the U. N. and from their own funds. There are 
no FOA funds in their DDT plant. 

Mr. Taser. There is an item of $15 million for transportation, 
communications, and power. What is that for? 

Mr. Pavut. $10 million of that is for a continuation of the railroad 
rehabilitation program, and $5 million is for electric power and dis- 
tribution tied in with India’s going program of dam construction and 
the distribution of hydroelectric power. 

Mr. Taser. You have $40 million for maintenance and essential 
supply. What is that? 

Mr. Pauw. That is for surplus agricultural commodities which we 
have put into the program. We had to be illustrative on that pro- 
gram and we broke it $20 million and $20 million between wheat 
and cotton. 

Mr. Taser. On what is that figure based? 

Mr. Pavt. That is a figure that was based on our initial assumption 
that worldwide we could find room for $250 million of surplus agricul- 
tural commodities in our total program. In the event Congress ex- 
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presses a desire that more than that should be included in our program, 
we will have to find more room for it, and whether any more can go 
into India we do not know, but we believe they can absorb at least 
$20 million of wheat and $20 million of cotton. 


IRAN 


Mr. Taser. We will move into Iran. We had $71 million this year. 
What you did with that, I do not know. What did you do with it? 


EMERGENCY ASSISTANCE 


Mr. Paut. Of the $71 million $60 million was emergency assistance 
for a combination of importation of essential commodities and budget- 
ary support of the Iranian Government in order that it might meet its 
current y. ypitvm expenses, both military and civilian. When the 
Mossadegh government was overthrown and the new government came 
in, they found their treasury was empty and the country was in a tur- 
moil financially ; inflation was running rampant and the Government 
was unable to meet the payroll of its civilian and military forces. 
The civilian forces had not been paid for 3 months and the military 
forces had not been paid for 2 months. These were undoubtedly 
important factors in the overthrow of the government of Mossadegh. 
President Eisenhower, in response to a special plea from the Shah and 
the new Prime Minister, authorized $45 million assistance. $20 million 
went to direct budgetary support, and the remainder of that fund went 
to the importation of essential consumer goods, in this case largely 
sugar. 
ter on in that year it was discovered that the Government again 
was in need of funds to keep its Government in operation. Accord- 
ingly, an additional amount of $15 million was approved in two slices, 
the most recent of which was in late May, in order to keep the Govern- 
ment operating. We feel that this was justified because all during this 
period the Iranian Government was negotiating with the oil con- 
sortium. I understand that an oil settlement is believed near, and 
when that does take place the Government of Iran should become 
financially stable. It is not at the present time because without oil 
revenue they have virtaully no means of supporting the Government. 
For that reason we felt that it was eential that the United States 
pele to keep up with the situation in Iran until the oil revenues could 
be forthcoming. 
That explains the emergency portion of our aid last year which was 
$60 million. The $11 million, which brings the total up to $71 million, 
consisted of supplies and equipment supplementary to the technical 


cooperation program of $13 million. That can be stated to be our 
normal supply and equipment to supplement our technical cooperation 
activities. 


Now, that brings the total up to $71 million. 


FUNDS REQUESTED FOR 1955 


As far as funds requested for this coming fiscal year are concerned 
we have indicated an estimate. Of that amount $14 million is our 
estimate for the regular supporting supplies for the technical coopera- 
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tion program. The technical cooperation program for Iran next year 
is $10 million, and that exclusively is for the personnel side of the 
_ cooperation program and not the supplies and equipment 
side. 

I would like to go on record with the committee on that particular 
point to say that the mere fact of an oil settlement does not mean by 
any means that Iran will be self-sustaining or going to become imme- 
diately solvent and fully able to support itself. 

According to Mr. Herbert Hoover, Jr., who is the United States 
consultant on the oil negotiations, it is going to take some time to 
reestablish the Iranian oil market to acpuhere near where it was before 
nationalization. 

This means that their revenues are not going to be very substantial 
the first year or perhaps the first 2 or 3 years. 

Also, of course, they have to undertake the very large expense, 
which has been estimated from $30 million to $70 million, to reha- 
bilitate the refineries at Abadan, which are very badly in need of 
repair after 3 years of neglect. 


SUPPLIES FOR TECHNICAL ASSISTANCE 


Mr. AnprERSEN. There seems to be a little difference here as to the 
way you handle these supplies for technical assistance. Under India, 
$23,547,000 is shown as hethe the portion of the $27,026,000 total 
under technical cooperation for supplies and equipment, but I think 
you mentioned that under Iran $14 million of the development 
assistance is to be used for supplies and equipment under technical 
cooperation. Why do you have them in different positions relative 
to these two countries? 

_ Mr. Paut. There is a difference in the way they have been set up, 
sir. 
Mr. AnpeRSEN. You will recall that we have objected in the past 
to supplies and equipment being considered as part of technical 
cooperation. We have thought that they should be, and I still think 
they should be considered part of the development assistance. Now, 
you are doing that in Iran, but not in India. 

Mr. Pau. There is a very minor amount of supplies in the $10 
million figure. 

Mr. ANpeRsEN. I see. 

Mr. Paut. As far as the $14 million is concerned, it is not all 
demonstration supplies, but it is supplies related to the technical 
assistance program. 

Mr. Anpersen. You think that you are justified, then, in placing 
it where it is? 

Mr. Paut. Yes, sir, we do. 

Mr. AnperseNn. May I ask, when do you think the new agreement 
relative to the oil refineries will be arrived at? 

Mr. Paut. We had a cable yesterday, sir, that they may sign an 
agreement in prin«iple in the very near future. 

Mr. Davis. Off the record. 

(Discussion off the record.) 

Mr. Rooney. Mr. Chairman, at this point, I should like to have 
something cleared up in my mind. I expect, at the proper time, we 
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shall have inquiries not only in regard to the matter of Israel, but also 
the Arab States. 

I should like to turn to page 2 of these justifications—the sheet we 
discussed previously, which is mismarked “Secret,’’ and inquire 
= or not J shall be at liberty to discuss all the figures on that 
sheet. 

Mr. Garpiner. Mr. Chairman, we wish and hope that the figures 
for near eastern developmental assistance can be kept classified for 
a considerable period of time. If they are not so kept they might 
give rise to a lot of difficulties abroad when comparisons of aid 

anted to different countries are made. They make it more difficult 

or the executive branch, the President, to administer the program 
as we think it should be administered. 

Mr. Taser. In other words, it starts a scramble? 

Mr. Garpiner. Yes, it starts a scramble. 

Mr. Roonry. We know, and you should know, that as a practical 
matter these figures are going to get out right from your own shop, 
right from FOA, that somebody is going to release them. 

Mr. Garpiner. We were extremely successful last year, Mr. 
Rooney, with the cooperation of the committees of Congress, in 
— figures quiet. 

Mr. Rooney. I do not want them released if there is a valid reason 
for not releasing them. 

Mr. Garprner. I think that there is a very good reason, or a 
series of reasons for not releasing them. First of all, we do not 
wish to fix for any country the amounts of aid, as it may be to our 
interest to amend the amounts of aid later. In the second place, it 
would at once give rise to this comparison difficulty, and in the third 
place, this procedure was attempted for the first time last year, and 
it worked out in practice. 

Mr. Rooney. But we had never had any such previous to last year. 

Mr. Garpiner. Yes, but I would say it worked out, and it caused 
us far less trouble than it would have otherwise. 

Mr. Rooney. I have sat here for quite some days, and I cannot 
see that it has worked any better than ever. 

Mr. Garpiner. We feel in the State Department that we had much 
less difficulty in justifying our actions in connection with this aid pro- 
gram in the Middle East last year by virtue of the fact that the figures 
were kept secret, than we would have had otherwise. 

Mr. Rooney. Is there any valid reason for marking the Near East 
and Africa figures secret and the other figures with regard to Europe 
and the Far East not secret? 

Mr. Garpiner. The reason would be that there are greater ten- 
sions and greater jealousies in the Near East than in other countries 
and areas. 

Mr. Rooney. In other words, we may discuss with those who make 
inquiry of us the figures with regard to the Far East and Europe but 
not the figures as to the Near East, Africa, and South Asia; is that 
correct? 

Mr. Garpiner. Yes, sir, that is correct. 

Mr. Murpny. May I interrupt, Mr. Rooney, to say that you are 
being misled, I am afraid, unintentionally. There ts a classification 
parece with respect to some of the figures on page 2. Off the record, 

(Discussion off the record.) 
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Mr. Murpny. You will notice if you look at the top of page 2 of 
the big book, Europe, in the second column, you will see all the 
figures there by country down at the bottom, rather than a breakout 
as shown in the other book. If you look on the left-hand column 
you will see the Near East, Turkey, and other countries and there are 
no country figures shown, and likewise in the case of chapter 3, defense 
support we have it all grouped under one, whereas in the other book 
we have it broken down. So, you see it is not limited to the Near 
East, but there is a very real problem involved in the Near East. 

Mr. Roonny. Do_I understand, then, that we are permitted to 
discuss, according to your suggestion, of course, the figures with 
regard to technical cooperation in the Near East, Africa, and South 
Asia, but not with regard to development assistance? 

Mr. Murpny. That is correct. 

Mr. Roonry. And not with regard to defense support and military 
assistance? 

Mr. Murpny. Yes, sir, that is correct. That was the intention in 
making these tables like this. The ones in the small book are public 
information. The ones in the large book are more elaborate and more 
detailed, and the information contained in the large book which is not 
contained in the small book is classified. 

Mr. Gary. Off the record. 

(Discussion off the record.) 


IsRAEL 


Mr. Anprrsen. Is there any intention on the part of Israel, as far 
as you know, to try to become self-sustaining along agricultural lines? 

Mr. Garprner. They certainly are working to improve their agri- 
cultural production. As you know now a comparatively small portion 
of the people of Israel work on the farms, about 13 to 15 percent. 

Mr. ANDERSEN. They only produce about one-half of their food. 

Mr. Paut. Yes, that is correct. 

Mr. Garpiner. They are trying to become more self-sufficient. 
Whether they can ever become wholly self-sufficient, or whether that 
is in their interest, in view of the fact that their future must be bound 
up with their neighbors in the Near East, is another story. 

Mr. ANDERSEN. Why did Israel permit the taking out of production 
much of the land which was formerly in production under the Arabians, 
land which they have available in their country? We noticed a good 
many iN groves, which were formerly cultivated, left go to pot, so 
to speak. 

Mr. Garpiner. I would think the reason you saw a good deal of 
abandoned farmland was because of the outcome of the displaced 
population problem following the conflict between Arab and Jew in 
1947 and 1948. I think that the Israeli Government is making all 
the effort it possibly can to reestablish agricultural population on 
those lands, and they have, in many instances, to my knowledge, 
refurbished these groves, particularly orange groves. It is going to 
take some years to have those groves recover and get back into their 
preconflict production. They are doing their best to encourage people 
to go on the land. 
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WATER RIGHTS 


Mr. ANDERSEN. What progress have they made lately in coming 
to an agreement with Lebanon, Syria, and Jordan relative to the 
waters furnished by the River Jordan? 

Mr. Garpiner. It was my privilege, Mr. Chairman, to be present 
recently with Mr. Eric Johnston on a mission to the area. We made 
a brief trip there in June. 

We divide the problems of the waters under several headings: First, 
agreement of the division between the states concerned; second, would 
relate to the location of the storage sites; third, would relate to the 
international supervision of those waters; and fourth, perhaps the 
relationship of the Arab refugees to that natural resource. We 
found among the Arabs that an Arab working committee had’ been 
established by the states concerned to study this problem, and we 
made substantial progress in our talks with that group, which have 
been recorded in a communique issued by Mr. Johnston and the 
chairman of the Arab committee. We think that on most points at 
issue we have found agreement in principle with the Arab States, who 
are working in a cooperative and constructive endeavor to harness 
those waters. 

In the case of the Israelis we also found that Mr. Johnston made 
great progress in his negotiations. 

We are more hopeful than we ever were regarding the outcome of 
that dispute, and I think it might well be possible to reach agreements 
of such nature, within the next few months, that we can go to work 
through the United Nations on the Jordan side by the end of the year. 

Mr. ANDERSEN. You feel, then, that the attitude of the Israeli 
Government has changed decidedly since last October? 

Mr. Garptner. Definitely, and so has the attitude of the Arab 
governments. 

OBLIGATIONS 


Mr. Taser. Could you tell us what the obligations of this program 
are, $52 million? 

Mr. Murpny. The information I have on that, Mr. Chairman, 
which was as late as this noontime, indicates there was $46,000 
unobligated out of that $52 million as of June 30. 

Mr. Taser. What are you going to use the funds for? 

Mr. Pavt. | might say, sir, if I could get this on the record, I hope 
we can keep our aid to Israel on a decreasing basis. The level of 
$52.5 million for this year is a substantial decrease from the amount 
in fiscal year 1953, which was 

Mr. Taser. Did you actually expend the 70? 

Mr. Pau. We had going in this year, out of 1953, $1.9 million. 

Mr. Taser. They didn’t turn back any this year, did they? 

Mr. Pavut. This is unexpended as of the end of this last fiseal year. 

Mr. Murpuy. That was not unobligated, that figure he gave you. 
It was unexpended. 

Mr. Pav. That $1.9 million of unexpended from 1953 funds is on 
long lead items of electrical industrial equipment. 
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UNUSED EQUIPMENT 


Mr. Taser. Why was there so much stuff sent over there which is 
laying around beside the roads? 

Mr. AnpERSEN. We noticed a considerable quantity of agricultural 
implements, as Mr. Taber has quite aptly stated, being unused and 
seemingly no use intended of them. 

Mr. Pau. I don’t know, Mr. Andersen. I visited the area in 
February and early March of this year. Mr. Gardiner has been there 
more recently and perhaps has a different impression. 

Mr. AnpERSEN. Perhaps you will check into that? 

Mr. Pau. I can almost give you a positive assurance tbat it is not 
equipment we financed. It may very well be equipment which 
resulted from the war which went on there. 


PAKISTAN 


Mr. AnprERsEN. We will proceed to Pakistan. You might go into 
that, please. 

Mr. Paut. The total we are requesting for Pakistan is $26.7 million. 
6.7 is technical assistance program. 

This program is a continuation largely of the program we carried 
on in past years. The $20 million is indicated as defense support, 
although in its nature the type of assistance is similar to the type of 
~ gente being furnished to India. That is the $20 million element 
of it. 

Our program is distributed between west and east Pakistan. Most 
of the projects at the present time are in west Pakistan. We are 
in the process of reexamining our program to determine whether or 
not there is sufficient emphasis on the east Pakistan problem. 

As indicated to this committee the other day, there is unrest in that 
area of the country, and it may be that considerably more attention 
and perhaps a change in the nature of the program will be necessary 
in order to solve that problem. 

In the estimates you have before you—— 

Mr. AnpERSEN. What is the total cost to date, please, up through 
1954? How much have we allocated in appropriations? 

Mr. Pau. Through 1954 we had $73,843,000. 

Mr. AnprrsEN. Is that all technical cooperation? 

Mr. Paut. Of that amount $29,343,000 was technical cooperation. 


OBLIGATIONS 


P Mr. Anprersen. How much of that figure has been obligated to 
ate? 

Mr. Paut. It has all been obligated, sir. 

Mr. Taper. You mean technical cooperation? 

Mr. Pau. May I correct the record, sir? 

Mr. ANDERSEN. Yes. 

Mr. Murpny. Fiscal 1953 figure for Pakistan was $41,593,000 in- 
cluding $11,593,000 for technical cooperation and $30 million for a 
wheat loan and transportation. 

Mr. Taser. That is the overall figure? 

Mr. Murpay. Yes, sir. 
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Mr. Taser. That is not technical cooperation? 

Mr. Murpuy. No, sir. $11,593,000 was technical cooperation. 
The 1954 figure for technical cooperation was $8,156,000. 

Mr. Taser. How much of that has been obligated? 

Mr. Murpry. Of the $8,156,000 obligations through May 31 were 
$6,5310,000 in addition to the $14% million for defense support, all 
of which was obligated on May 31. 

Mr. Taser. How much was the subobligations? 

Mr. Murpuy. On May 31, they were $7,024,000. 

Mr. Tazer. The subobligations would really be the guiding figure 
there, then. That would mean actual contracts? 

Mr. Murpuy. Yes, sir. 

Mr. Pav. That is right, sir. 

Mr. Taser. What will you do with the $20 million if you get it? 

Mr. Pau. The $20 million is broken down here in detail. There 
is a summary breakdown in your book. 

Mr. Taser. There isn’t much to go by there. 


AGRICULTURAL AND NATURAL-RESOURCES PROGRAM 


Mr. Pavt. In the agricultural and natural-resources part of the 
program we have projects to carry out in the fields of soil conservation 
and antiwater logging, principally in west Pakistan; a grain-storage 
project, $1 million for the importation of fertilizer; and the major 
amount of that in large-scale irrigation and water-development 
projects in both east and west Pakistan. We are also in that field 
going to have an exploratory tube-well program. This is principally 
an agricultural program. 


INDUSTRIAL PROGRAM 


In the industrial sector, however, we are planning on the obligation 
of $1,500,000 on a fertilizer factory so that Pakistan can become nearer 
self-sufficient in that important item, and also $1.8 million for machine- 
shops production plant to build such things as the gates they need for 
the irrigation systems being set up throughout the country. 


COMMUNITY-DEVELOPMENT PROJECT 


We are also carrying on a community-development project in Pakis- 
tan, although not on the scale as yet of the India program, in which 
the supply component, $950,000, is in the category of development 
assistance. I should all along here be saying defense support because 
in the authorizing legislation this item was switched from development 
assistance to defense support by the House Committee on Foreign 
Affairs. 

KARACHI WATER SUPPLY SYSTEM 


There is also a project for the provision of a water purification 
plant in connection with the Karachi water supply system. That is a 
figure of $1,150,000. That is the major breakdown of our $20 million, 
sir, except for minor items. 

Mr. Taser. Why do you need $20 million for that? 
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IMPORTATION OF €ONSUMER GOODS 


Mr. Pau. Since the time we presented our case to the House 
Foreign Affairs Committee and later to this committee we have had 
indications that a very serious problem is faced in both East and 
West Pakistan which may require the importation of considerable 
amount of consumer goods into the country. Whether or not the 
United States can or should assist in that type of program we cannot 
determine at this time. 

Mr. AnpEeRsEN. What kinds of goods have you reference to? 

Mr. Pauw. Mainly clothing, sir, and also certain amounts of food. 

Mr. Taser. Don’t they raise enough? Is that a hot climate? 

Mr. Pavut. It gets pretty hot in most parts of the country. They 
are usually self sufficient in wheat, except for a couple years ago as 
the result of two drought years where they were faced with a famine. 
The United States Congress authorized a 700,000-ton wheat grant in 
order to avert that problem; 610,000 tons of that were delivered to 
Pakistan. 

However, this year the latest estimate we have is that their wheat 

roduction will be sufficient to meet the needs of west Pakistan. In 
Rast Pakistan, which is separated by 1,000 miles from West Pakistan, 
they are mainly rice eaters. Our figures indicate there may be a 
shortage of rice. 

Other than that there are other items of food, needed for a balanced 
diet in that area, which may be required this year which we are now 

he consumer goods | referred to, though, at the moment we feel 
are mainly in the form of textiles. The Pakistan Government as 
part of the development program is going all out to try to develop a 
textile industry which is capable of converting the raw materials of 
the country into finished textiles. 

However, this is about a year or 15 months off according to their 
own estimates, and they feel that in the meantime they will have to 
do something to help import consumer goods. 

Mr. Garpiner. There is a demand for cotton and cottonseed oil 
which would fit into the surplus agricultural category. Another good 
revision for substantial aid is the fact we have initiated a military 
program and we wish to build up their forces. 

Mr. ANDERSEN. I am interested now in finding out what the intent 
is as to where these consumer goods will be purchased if we put up the 
money for this purchase. Have you gentlemen anything on that? 

Mr. Garviner. If they take the form of cotton and cottonseed oil 
1 think they will be purchased either from the trade or CCC stocks 
here. 

Mr. ANDERSEN. I hope so. 

Mr. Garpiner. I don’t think there is any question about it. 


PERSONNEL IN PAKISTAN PROGRAM 


Mr. Taser. In the technical program you have only about half 
as many people on there as your book indicates you were figuring on 
for next year. Why do you need so many? 

Mr. Murpny. That is not correct. Our latest personnel informa- 
tion indicates we have 1,093 people. 
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You are talking just about Pakistan? 

Mr. Taper. Yes. According to our records you have 77 on the 
roll and you want 127 for this? 

Mr. Murpuy. That is correct. 

Mr. Taser. Pretty near double. 

Mr. Murpuy. Yes, sir. 

Mr. Pau. We feel that in Pakistan we have been operating at 
considerably less than strength for a long time. This was a program 
which got started roughly a year or perhaps more than a year after 
the India program got started. For a variety of reasons there was no 
effective mission set up in the country until 2 years ago. The progress 
in getting the program started in the technical field has been a slow one. 

ue to that, and also due to the fact we were operating in 2 sectors 
of the country split by 1,000 miles, and a number of other factors, and 
also the fact it is not too easy a country to recruit for. 

The recruitment figure is much brighter now and we have hopes 
we can meet the target next vear. e don’t feel 127 for a country 
of 26 million people is an unreasonable figure. I wish we had been 
able to get better than 73 this year. 

Mr. ANDERSEN. May I add, Mr. Chairman, we were impressed by 
the village-aid training program and educational activities, suc 
institutions as the Peshawar University at Peshawar. We feel good 
work is being done there. But we also do feel, and I speak of the 
impressions ser by my subcommittee, that it should not be too 
many years before the Pakistan Government itself should be able to 
carry on this training program without much assistance from the 
United States. 

Do you aim at a 4- or 5-year program there? 

Mr. Pavt. In Pakistan? 

Mr. AnpersEN. Yes. Is there not a period we can look forward to 
where our technicians no longer will be needed in that particular 
country, or any country for that matter? Won’t they have enough 
people trained on their own? 

Mr. Pavt. It varies a lot, Mr. Andersen, from country to country. 
We have regarded the technical assistance in terms of technicians and 
the actual translation of American know-how as a very long-range 
program. We hope the development-assistance programs will The 
over as soon as possible, in a very few years. But in the other part 
of the program, the job is far from done except over a very long range. 

I do hope the supply component of our technical cooperation pro- 
gram can go down considerably and continue to go down as the vears 
go down which in turn will cut the cost. 


DEPENDENT OVERSEAS TERRITORIES 


Mr. Taser. The next item we will take up will be “Dependent 
overseas territories,” page 233. What is that for? 

Mr. Pavut. As of this past fiscal year this is a program which is 
substantially different from anything which had been carried on in 
the dependent territories of Africa in prior years. 

Since the Marshall plan started a total of $339 million roughly was 
obligated for economic development in Africa, but this was all done 
om ig through the metropolitan countries on a large-scale grant 

asis. 
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This past year we have started on a new type pro which is 
more like the technical cooperation program than the Marshall plan 
balance-of-payments approach. 

The total program for last year amounted to $11.8 million; $10 
million of this amount was in the form of the proceeds from the sale 
of section 550 agricultural commodities to Great Britain, France, 
and Italy. 

The local currency proceeds of $8 million of those commodities are 
to be applied in meeting the local costs in francs, lira, and sterling in 
the British, French, and Italian territories of our technical cooperation 
pareets in those territories. The remainder is being used for United 

tates technicians and for local supporting costs for those technicians 
as against supplies. 
OBLIGATIONS 


Mr. Taser. How much did you obligate in 1954 in this operation? 

Mr. Murpny. The $8 million was fully obligated, Mr. Chairman, 
the $8 million for development assistance. 

Mr. Taser. What were the subobligations? 

Mr. Murpny. There were no subobligations on these. These were 
direct obligations for surplus agricultural commodities to be supplied 
in exchange for local these projects. 

Mr. Pau. Of the $8 million in local currency proceeds there are no 
firm projects as yet for the sterling proceeds, There are for the 
French $2 million of projects which have been executed, and for the 
Italian Somaliland there are $300,000 worth of lira. 

wor ANDERSEN. What was the project in the French $2 million 
worth? 

Mr. Paut. In French Equatorial Africa, in the Tchad area. It is a 
cattle-breeding and pasture-improvement project, several thousand 
acres of potentially good pastureland in Equatorial Africa where we 
plan to expand $350,000 for United States technicians and $2 million 
of French franes from the proceeds of our own surplus agricultural 
sales for supplies and equipment from the franc area. 

The French are making available from their own franc resources 
$8 million for this project. 

We also have a project in Madagascar. 

Mr. Taser. Have you any coal mines? 

Mr. Pavut. Not in connection with this program; no, sir. 

Mr. Taser. What are you going to do with the $5 million if you get 
it? Does this go for basic agricultural products again or does it go for 
something else 

Mr. Pavt. It goes for surplus agricultural commodity sales, sir. 
Local proceeds, as in this past year’s program, would be used to 
finance supply and equipment purchases in connection with our 
technical-cooperation projects in the metropolitan areas. 

The program again is distributed —— 

Mr. Taser. The sheet you gave us shows $5 million going for that, 
but the technical cooperation is clear that-it is something else. 

Mr. Murpuy. There is a total of $6 million out of the $10,400,000, 
sir, which we think we can put into surplus agricultural commodities. 
Five of it would be development assistance and $1 million of the 
technical cooperation fund we would hope to put into surplus agri- 
cultural commodities. 
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Mr. Pavut. The reason for the million being put in the technical 
cooperation side is that that is our best estimate now as to the amount 
for demonstration supplies and equipment which would be procured 
from France, Italy, and the United Kingdom, with the sterling and 
francs we receive from the sale. 

Mr. ANDERSEN. As I see it, the entire intent of this particular 
section is to build up the producing power of these overseas dependent 
areas for the eventual production of industrial diamonds, cobalt, and 
so forth and so on. 

Just how does this tie in? Aren’t you going far afield in this whole 
matter? Why would $2 million expended for improvement of pasture 
lands in Tchad have anything to do with the ultimate production of 
diamonds, cobalt, and strategic materials? I am quoting from the 
beginning of your general statement. 

r. Pauu. Reference to industrial diamonds, cobalt, and the rest 
of these materials was intended to establish the fact that Africa as a 
continent is a most important source for the free world of these 
critical commodities and minerals. I do not think that we make any 
claim that our program is going to help in the actual production of 
these, but what we are saying and attempting to do through the 
program is to improve very gradually, through a technical cooperation 
program, standard of living of the people in - <i dependent territories. 


Contrisutrions To U. N. ReruGee PrRoGRAM FOR PALESTINE 


Mr. Garprtner. May I interrupt to file a statement showing the 
contributions to the United Nations refugee program for Palestine, 


which is in this book? 

We are not asking for a new appropriation; we are asking for a 
reappropriation. I would like to file at this point a statement showing 
the total contributions by the nations to this program to date, which 
amount to $210 million, of which the United States has contributed 
$117 million. 

Mr. Taser. Is that the Palestine refugee relief bill? 

Mr. GARDNER. Yes, sir. 

Mr. Taser. We are putting up this year $100 million? 

Mr. Garpiner. No, sir; we are askmg you to reappropriate $23 

on. 

(Discussion off the record.) 

Mr. ANDERSEN. What I am surprised at is how you have this 
amount of unexpended funds in connection with this program. 

Mr. Taser. we were too liberal before. 

Mr. Garpiner. I think it would be fairer to state the reason we have 
unexpended funds is that we are still waiting to get started on sub- 
stantial reclamation projects. You are familiar with the Jordan 
Valley situation. We do not wish to spend money for the sake of 
spending it; we do wish to have the funds available so that when our 
negotiations have reached the point of fruition, we can go ahead with 
developments which we think are essential in the best interests of the 
refugees and of the United States. 

r. ANDERSEN. We contribute this to the United Nations for their 
operation? 

Mr. Garpiner. That is correct. 
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Mr. AnprerseNn. Are you satified with the’ United Nations’ work in 
regard to this particular appropriation? 

r. GARDINER. I think - ore have handled a very difficult problem 
with great credit. I know they are criticized on the one hand for 
being too penurious with their money. I would suggest that is a good 
fault in a relief program. The actual cost per person for food, shelter, 
medical care, and education comes to about 10 cents a day, which is a 
very moderate cost. These people, as you know, were displaced under 
most trying circumstances. 

Mr. AnperRSEN. They are living under the most deplorable condi- 
tions of any group I know of today or that I have seen or heard of. 

Mr. Garpiner. Naturally the conditions vary. I know there are 
some very distressing situations in those camps, and at other 
camps—— 

Mr. ANDERSEN. We saw the camp at Jericho and we saw the one at 
Bethlehem, and the conditions were deplorable. 

Mr. Garpiner. You have a situation where you have imposed 
disaster on a countryside that was already impoverished, that had 
already been impoverished. It is hard to justify conditions for the 
refugees better than those of indigenous people. 

Mr. AnpeRSEN. You could justify getting more food in there, of 
which we have surpluses, could you not? 

Mr. Garpiner. The feeding standard is set at levels which do, in 
the opinion of the World Health Organization and other experts who 
have examined this problem, provide an adequate diet. Those people 
are not dying; as a matter of fact they are multiplying. You do wish, 
I think, to encourage an idle person to seek webk; you do not want to 
give —_ all he might possibly need; you must give him some incentive 
to work. 

Mr. ANprERsSEN. What I wonder about is why the churches and 
other organizations do not cooperate there and try to do something to 
help that problem. 

Mr. Garpiner. They have. The Lutheran World Foundation has 
been outstanding in its assistance; the Quakers have been very helpful; 
there are groups of people of Arab blood in this country who have 
been helpful, and the Catholics have been extremely helpful. 

Mr. AnprrsEN. As I mentioned previously in these hearings, we 
personally came to the conclusion that until something was done 
toward erasing this cancer from along the borders of Israel, there is 
always foing to be considerable difficulty in that part of the world. 

Mr. Taser. According to this book, there will be $23 million left 
and that you are asking to have reappropriated. 

Mr. Garpiner. That is correct. 

Mr. Taser. And you want $12 million for the relief program and 
$11 million for the integration program. 

Mr. Garptner. That is right. The legislation, incidentally, con- 
tains an authorization as it passed the House, and I understand has 
been favorably acted upon by the Senate Foreign Relations Com- 
mittee, authorizing a further $30 million. ‘We have stated we do not 
intend at this time to seek an appropriation for this sum; but if our 
projects mature in the Jordan Valley and Egypt, then we hope to be 
at liberty to come to your committee and ask for an appropriation. 

Mr. Taser. Are we authorized to appropriate this? 
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Mr. Garpiner. Yes, sir; I am certain that is in the text of the 
—r" as it passed the House. It is section 407 of the House 
bill. 

Mr. Taser. How much did you use in 1954? 

Mr. GarpIner. We contributed in 1954 $15 million. 

Mr. Taser. And you do not know what was expended. 

Mr. Garprner. The expenditures of the agency—this would be 
merged with the funds from other nations, and the total expenditures 
are of the order of $25 million. 

Mr. Taser. Why would you need more than the $15 million? 

Mr. Garpiner. Because we hope to come to an end of this relief 
problem which has distressed Mr. Andersen so much, by making it 
possible for these people to be reestablished in the manner whereby 
they can earn their own living. That will require capital expenditures. 

Mr. Taser. If there is nothing further on that, we will go to the 
Far East and the Pacific. 

Mr. Paut. As I leave, I want to say I was guilty of a factual error 
yesterday when I told you there were only 150,000 acres in the Hel- 
mand Valley in Afghanistan to be brought in by this large reclamation 
project. I find 150,000 is the current figure and the target is 500,000 
acres, which I think makes those average figures a little more sensible. 

Mr. Taser. How much money will it run overall when you get 
through? 

Mr. Pauw. This will be the total of $40 million Export-Import Bank 
loans which have already been granted, plus $20 million to $30 million 
of the Afghanistan contribution. 

Mr. Taser. That will be about $60 million for 500,000 acres. 

Mr. Pav. There is also power to be gained from these two large 
dams that have been built in that area. 

Mr. Taser. It is about a $600-an-acre job. 

Mr. Garpriner. I think it is $120 an acre if you divide the 500,000 
acres into the $60 million. 

Mr. Taner. Thank you, gentlemen. 


Frinay, 16, 1954. 


Far East AND THE PActFic 
WITNESSES 
DR. RAYMOND T. MOYER, REGIONAL DIRECTOR FOR FAR EAST, 
FOA 


SAMUEL T. PARELMAN, SPECIAL ASSISTANT TO THE SECRETARY 
OF STATE FOR FAR EASTERN AFFAIRS 


TECHNICAL COOPERATION PROGRAM 


Mr. Taser. We will take up next the Far East and Pacific. 

I am going to ask you to put into the record pages 257 and 258 at 
this point. 

(The matter above referred to is as follows:) 
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Far East anp Paciric, TECHNICAL COOPERATION 


Summary by country and major cost components 


{In thousands of dollars} 

| 

| Fiseal year 1955 

| 

Country | Tena United States 
Fiseal Sup- | technicians Trainees 
year plies 

1953 Total | and 

| equip- | Num- Num- 

ment | berof | Cost | berof | Cost 

| persons persons 

China (Formosa) @) (2) $2, 425 $715 74 | $1,020 139 
Indochina (Associated States).....| (@) @) 3,515 | 1,860 109 | 1,485 69 170 
Indonesia ,000 | 4,000 935 129 | 2,020 216 1,045 
Philippines. (3) 7,680 | 3,883 226 | 2, 668 275 1,079 
5,540 | 5,000) 2,405 115 | 1,580 203 1,015 
eM SE ed | 16, 695 102 | 22,570 | 9,798 653 | 8,773 902 3, 999 


! The Burma program was discontinued as of June 30, 1953. Approximately $10 million of prior fiscal 
years’ obligations will be deobligated during fiscal year 1954 and applied to other Far East programs. 

? In fiseal years 1953 and 1954, program was authorized and implemented as an integrated economic and 
technical-assistance and defense-support program. 

3 In fiscal years 1953 and 1954, program was authorized and implemented as an integrated economic and 
technical-assistance program. 


Summary of programs by major project category 


{In thousands of dollars] 
Program 
Major project category 

Fiseal year | Fiseal year | Proposed fis- 

1953 1954 eal year 1955 
1, Agriculture and natural resources. _............-.-------.-- $2, 678 $2, 345 $4, 740 
4, Transportation, communications, and power. 1, 463 473 1, 625 
6. Public administration_._..................... $ 410 605 3, 220 
7. General and community development 1, 650 1, 520 
8. Maintenance of essential supply 

9. Undistributed by activity (including Burma and program- 

16, 695 102 22, 570 


! Reflects credit for ocean freight not allocable by activity field. 


Mr. Taser. For the Far East and Pacific, you are going into a 
program of $22,570,000 divided among these different countries. 
Burma is not in this one. 
Dr. Moyer. No, sir. 
INDONESIA 


Mr. Taser. What have you spent on each one of these programs 
this year and what are you providing, if anything? In Indonesia, 
you had $4 million set up for this purpose for fiscal 1954. . 

Dr. Moyer. Yes, sir. 
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OBLIGATIONS 


Mr. Taser. You obligated how much? 

Dr. Moyer. We obligated $4 million. 

Mr. Taser. Well, the obligations are listed here as only $2,591,000. 

Dr. Moyer. As of what date? 

Mr. Taper. As of May 31. 

Dr. Moyer. The date I am talking about is June 30. 

Mr. Taser. What did you obligate in the month of June— 
$1,400,000? That is out of proportion. 

Dr. Moyer. It is for the year as a whole. 

Mr. Taser. It was “hot”? money and you had to obligate it; is 
that it? 

Dr. Moysr. No, sir; I can honestly say I do not think that is the 
case. 

aa Ts it all right if Mr. Taber struck out the word 
“hot’’? 

Dr. Moyer. No; I do not think that is very accurate, either. The 
Indonesian program steadily has moved slowly. It is one that we 
have been less satisfied with from that point of view. We did not get 
understandings with the Indonesian Government until after the 
middle of the year. 

Mr. Taser. Do we go around and beg these people to take us on 
and take our money? 

Dr. Moyer. No, sir. 

Mr. Taser. They do not come to us, do they? 

Dr. Moyer. They come to us. But they had Government changes 
which involved a great many of the personnel and until they got 
straightened around a lot of time had gone by. We had our own 
ir meng also. That was a TCA country, brought into FOA under 
the new organizational arrangement, and it took us some time to 
readjust our procedures. So it was not entirely the Indonesians’ 
fault; it was partly our fault, also. 

Mr. Taser. What are you doing in Indonesia? Can you tell us a 
little bit about it? 

FOOD-PRODUCTION PROGRAM 


Dr. Moyer. Yes. The program in Indonesia is under three general 
headings. One is food production. This, of course, has been tra- 
ditionally a technical cooperation program. In food production we 
have been helping in crop production; we have been doing something 
in fisheries; we have helped do some survey work leading to new land 
development in Sumatra, which is less populated; and we have been 
helping them in the Malaria Institute carry out a program of malaria 
control in important food-producing regions. 

In crop production we have particularly emphasized assistance in 
agricultural extension. They have the beginnings of a good extension 
system of their own but it has a number of weak links. We have 
brought to this country a group of trainees to learn our agriculture- 
extension system, and have also sent some assistants over there. 

Mr. Taser. They were under the Dutch, were they not? 

Dr. Moyer. Yes, sir. 

Mr. Taser. And were they not quite far along in the development 
of their agriculture? 
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Dr. Moyer. They had made some progress. The Dutch, of course, 
were especially interested in certain things that they would export— 
rubber, and so forth; but the Dutch had started some work in agricul- 
tural research and extension. However, it had not developed to the 
~ where it had brought to the farmer many of the benefits that 

ave begun to be made available out of the research work that has 
been done, and there is where we are giving particular emphasis, 
helping them to round out their agricultural extension system and to 
make available to the farmers what they already know in the tech- 
nical stations. 

That is particularly possible in the field of rice. They believe if 
the farmers apply what they know about increasing rice production, 
that they could substantially increase their production and help to 
cut down the need to import. 


TRAINING PROGRAM 


A second broad type of activity is in basic training, particularly of 
the types which are more at the ordinary man level. We have been 
helping with the development of a plan and system for introducing 
vocational education; training teachers in woodworking, machine 
shops, diesel engines, and so forth. A lot of progress has been made 
over the last year or two, with our help, in beginning such a program, 
We are now entering into a contract with the Puchoass nstitute 
to give further technical assistance in that. 
e have helped with nurses’ training. There are some 50 nurses 
for 80 million people in Indonesia, and the Indonesians have taken a 
great interest in building up a nursing institute. We have supplied 
several nurses to help in building that up and there is a lot of enthusi- 
asm about that project. 


INDUSTRIAL DEVELOPMENT PROGRAM 


We also have been helping in certain ways toward their industrial 
development. One of the problems of Indonesia is their need to 
diversify. They are strongly dependent on a few export commodities 
such as rubber and tir. Because we had a rubber price drop last year, 
their economy has gotten into bad shape, and one thing they have to 
do is to diversify. We have been he through financing an 
engineering contract providing engineering services of various kinds. 

Ve have been helping with technical assistance and a small amount 
of equipment for a aan industrial program in such things as ceramics, 
woodworking, glass; we also have been giving some technical assistance 
in the field of Sas particularly in bringing trainees to this country. 
Forty-three trainees came in 1952 and 30 during 1954. 

That in general outline is what we are trying to do. 


PERSONNEL IN INDONESIAN PROGRAM 


Mr. Taner. You have 48 people there now and you are talking 
about something like 129 next year. That is quite a bigjump. What 
is the reason for that? It would hardly seem you would need any 
such increase as that. That is pretty nearly multiplying them by 
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Dr. Moyer. Which page is that? 

Mr. Taser. That is page 257. You show 129 people and the in- 
formation we have been furnished indicates you presently have 48. 

Dr. Moyer. The figures in the book, these 129 

Mr. Taper. That is the request for next year. 

Dr. Moyer. That is the request; yes, sir. That refers to all people 
who expect to be there within the year. Some of them might be there 
for a few months; some for a longer time; it does not represent the num- 
ber there at any one time, it is the total number that will arrive during 
the vear. 

Mr. Taser. I do not know. You have 86 authorized for this year 
and 7 had 48. I kind of wonder if you do not have enlarged ideas 
on that. 

Dr. Moyer. Well, for 1954, we did program 86 and we estimate 
that at the end of the year we actually had about 78 of those 86 that 
had been programed. 

Mr. Taser. You mean you are doubling it up in the last month? 

Dr. Moyer. No, sir. 

Mr. Taser. It is pretty close to it. 

Dr. Moyer. I do not think so, sir. 

Mr. Taser. From 48 to 76 is quite a jump. 

Mr. Murpny. The figure of 48 is strictly United States Government 
employees; it does not include contract employment. Do you have 
the figure as to the number of contract fives sede 

Dr. Moyer. Yes; I do. 

Mr. Murpuy. There are 31 on the rolls which, added to the 48, 
would give you 79. 

Dr. Moyer. Then there were three we had returned to the United 
States. These figures in the book represent the total number that 
are on the rolls at one time or another through the year; they do not 
represent the number at any one moment and they represent both 
United States personnel and contract personnel. the 2 figures, 
86 and 129, are comparable. But this 48 and the other figure are not 
—— because they do not refer to the same thing. 

(Discussion off the record.) 


POSSIBLE USE OF SECTION 550 FUNDS 


Mr. Forp. Why do you not, in the financing of the program in 
Indonesia, use section 550 funds as you do in any number of other 
a a that we have considered and undoubtedly will consider 
ater! 

Dr. Moyer. We have used section 550 funds in Formosa and the 
military are using it in Japan. Section 550 funds are usually used to 
bring in commodities and to generate counterpart. In Indonesia we 
do not have any counterpart generating program. 

Mr. Forp. y not? 

Dr. Moyer. Because we are not trying to meet an overall economic 
problem. It is a technical cooperation program. If we were trying 
to meet an overall economic problem section 550 funds would be used. 

Mr. Forp. In some of the countries which you are helping you do 
= pen 550 funds for your technical cooperation program; do you 
not 

Dr. Moyer. None in our area. 
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Mr. Foro. I believe in the Near East you did. 

Mr. PareELMAN. In connection with the Japanese p , & 
small part of the section 550 money is in turn used for the Fikes sca Ml 
of defense industries. That is a different technical assistance than 
the type Dr. Moyer was talking about. 


PHILIPPINES 


Mr. Taser. The next one is the Philippines. How much have you 
obligated in this current fiscal year? 
Dr. Moyer. In the Philippines we can give only figures for the 
total program. We have obligated everything in the Philippines, also. 


OBLIGATIONS 


Mr. Taser. That means you have obligated how much? 

oo: Moyer. The new obligational authority in 1954 was $15 
muon. 

Mr. Taser. And you have obligated the whole of that? 

Dr. Moyer. Yes, sir. 

Mr. Taser. You are asking for $20 million compared to $15 million 
last year. 

Dr. Moyer. That is right. 


NEED FOR INCREASE IN FUNDS 


Mr. Taser. Why do you need an increase? Why can you not get 
along on the same amount you had last year? 

Dr. Moyer. We need it in order to take advantage of the present 
favorable situation to help the Government of the Philippines, while 
they can do so, to make more progress in meeting their economic 
problems than they have done year by year in the past. With greater 
tension in that part of the world and the possibility they will have to 
do at least some building up in their military forces, we are trying to 
help them develop their productive capacity more rapidly in order to 
take care of their own needs. That is the reason for it. 

Mr. Taser. The Philippine picture is not too bad; is it? 

Dr. Moyer. No, sir. It is not too bad. It is not too good, either. 
About 2 years ago they were on the verge of collapse. They have 
ee themselves up. They have managed to meet pretty well their 

alance of payments. The budget picture has been reasonably good, 
but we see difficulty ahead in meeting the increased expenditures, 
and this is to help them increase their production so that they can 
meet the increased demands. j 

Mr. Taser. According to this in 1952 and 1954—I do not know if 
it is calendar year or fiscal year—they set up an excess of revenue 
receipts over expenditures that is quite substantial. 

Dr. Moyer. That is correct. The picture during 1954 was not as 
good and—off the record. 

(Discussion off the record.) 

Mr. Forp. Off the record. 

(Discussion off the record.) 

Mr. Taser. Any questions? 
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THAILAND 


For Thailand you request——— 

Dr. Moyer. $4 million. 

Mr. Taser. How much? 

Dr. Moyer. $5 million, I beg your pardon. 

Mr. Taper. How much did you spend this year on that program? 

Dr. Moyer. We estimate to have spent this year $5.3 million, but 
I ought to mention that the program during 1954 through the year 
was expanded to include several defense support items. 
eg Taper. You only obligated $1,945,000 through the 31st of 

ay. 

r. Moyer. But we did obligate it all by the end of the year. 

Mr. Tazser. How could you do that, obligate 50 percent more in 
the last month than you had in the previous month on a technical 
cooperation proposition? 

Dr. Moyer. One important reason was that the Government of 
Thailand, until about April, did not determine how much it could 
supply for local currency support to the projects. We had gone 
ahead in developing the projects, but we were not willing to act on 
them until we were sure of proper local financing. So the answer is 
that we had done the preliminary work earlier but the obligation was 
delayed for that reason. 

r. Taper. You are figuring to spend more in 1955 than you did 
in 1954? 

Dr. Moyer. We are figuring to spend $9 million, but that includes 
the items which came in the latter part of the year of a defense support 
nature. I have not a breakdown here between the two. 

Mr. Forp. I think it should be stated, Mr. Chairman, that Thailand 
has been one of our strongest and most effective allies out there, and 
if we are going to be sympathetic on the basis of that, which I think 
is pretty good criteria, this country deserves a good deal of aid and 
assistance. 

Mr. ANvDERSEN. I| think you are right, Mr. Ford. 

Mr. Taser. Thank you, gentlemen, 


SatrurpDay, Juty 17, 1954. 


Latin AMERICA 


WITNESSES 


HON. HENRY HOLLAND, ASSISTANT SECRETARY OF STATE FOR 
INTER-AMERICAN AFFAIRS 

MARION N. HARDESTY, ACTING REGIONAL DIRECTOR FOR LATIN 
AMERICA, FOREIGN OPERATIONS ADMINISTRATION 


STATUS OF PROGRAM BY COUNTRY 


Mr. Taser. I wish the committee would turn to pages 340 and 
341 for the justifications. I would like to have those two tables placed 
in the record, but I would like to have a little additional information 
as to certain of these items. 
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_ I would like to have the onlensees for the fiscal year 1954 placed 
in the fourth column headed “Obligations, 1954” for each one of those 
items on page 340 and I would like to have another column inserted 
of the number of persons on the roll on May 31, 1954. 

Mr. Murpuy. With respect to the first item, obligations, did you 
—_ the actual through a certain date, or did you want the estimate 

or 1954? 

Mr. Taser. I would rather have the actual through May 31. 

Mr. Harpesty. I have those figures at the present time which I 
could submit. 

Mr. Taser. Do you have them in shape so that you could hand 
a copy over to us? 

r. Harpesty. Yes, sir. I believe this is what you want [sub- 
mitting]. 

Mr. Taser. When you get over to page 341, I think you might 
insert another column after the program for fiscal 1954 showing the 
anes down through May 31 as to each item. 

(The table referred to is as follows:) 
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PERSONNEL IN LATIN AMERICAN PROGRAM 


Mr. Taser. Are you able to give us just what the overall number 
of employees was in your activity as of May 31, at this time? 

Mr. Harpegsry. Our figure is 515. 

Mr. Taser. At this time? 

Mr. Harpesty. No; May 31. 

Mr. Taser. That would be the overall figure including contract 
employees. 

Mr. Harpesty. That is correct. 

Mr. Taner. You are asking for a total of 878. Why do you need 
an increase of 363 above what you had on May 31? 

Mr. Harpesty. There are several of our Servicios that are under- 
manned and have been for some time. The personnel situation at 
the present time is that the pipeline takes a good while to get anyone 
to the job in Latin America. Another reason, I believe, is that in 
many cases after 13 years, shall we say, of acquaintanceship with our 
technicians, a good deal more cnniihence has been evinced by the 
Latin American governments and they are asking for further technical 
cooperation from the United States in different fields. 


EFFORT TO COORDINATE PROGRAMS IN LATIN AMERICA 


Mr. Taner. Last year the South and Central American picture 
made the poorest showing at the hearings of any of these programs 
and it was distressing. They had all chiefs and no Indians. Has 
anything been done to clear up that situation? 

Mr. Harpesry. Yes, sir. 

Mr. Taser. Because, frankly, a lot more money was given this 
program than the committee felt was justified in the long run. I am 
wondering as to whether or not there has been an effort to clean the 


thing up in that period. 

Mr. Seaneaee, es, sir; I think there have been a good many 
things done to correct that situation. However, I would like to say 
at this particular time we are not only short of Indians, but are also 
short of chiefs. The previous setup and the continuing setup over a 
number of years of the Institute of Inter-American Affairs which is 
now, of course, the Latin American region for the Foreign Operations 
Administration, was a rather piecemeal setup established in a 
Servicio organization which was directed toward various ministries 
of the countries involved. 

For example, if a country requested assistance in the field of agri- 
culture, we sent agricultural technicians who would assosicate them- 
selves with the Ministry of Agriculture in that country. Then, as 
their projects were developed, such as health and education, each one 
woul more or less separately be assigned to the jurisdiction of the 
ministry involved in the country itself without overall direction from 
the American technician or chief. 

We are endeavoring in several countries to bring about a more 
coordinated effort in the country itself. For that reason we feel at 
this time we are short of a few chiefs, also. 

The technician aspect is a little slow at the present time in recruit- 
ment. However, I do believe our Personnel Department is making 
progress in that regard and we expect in the next quarter at least to 
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have more competent people that have been requested in Latin 
America. 

Mr. ANDERSEN. What was the date when you were placed in charge 
of this program? 

Mr. Harpesry. In February of this year. 

Mr. Taser. What is your background as far as this kind of work 

oes? 
. Mr. Harpesty. I have spent several years in Latin America. 
During the war I was chief of our military mission and aviation mis- 
sion to Bolivia. After the war I was with the occupation in Japan. 
I had technical responsibilities in the field of agriculture, mining, 
geology, forestry, fisheries, for the Japanese nations under the 
occupation. 

Mr. Taser. Do you or Mr. Holland have a statement to make in 
connection with this which you would like to give us? 

Mr. Harpesty. Yes, sir. 

Mr. Taser. Which one shall I call on? 

Mr. Harpesty. | think Mr. Holland usually leads off. 

Mr. Houuanp. I have a brief statement I would like to make and 
I can, if you would prefer, put it in the record and summarize it 
verbally for you very briefly. 

Mr. Taser. Perhaps you could summarize it briefly for us. 

Mr. ANpERSEN. For the record, Mr. Holland, you are Assistant 
Secretary of State for Inter-American Affairs; is that correct? 

Mr. Houuanp. That is correct; yes, sir. And as regards my back- 
ground, | am a lawyer. I practiced in Texas all of my life and have 
occupied this position now for 5 months, which gives me a good deal 
of reason for speaking with some modesty. 


COMPOSITION OF LATIN AMERICAN PROGRAM 


This program is comprised of four parts. The total program is 
$47 million. The 4 parts are the bilateral technical cooperation pro- 
gram, which is the largest and accounts for $23.5 million; a technical 
cooperation program conducted by the Organization of American 
States, that is, the entire group of American Republics, to which our 
contribution is $1.5 million; a development assistance program that 
relates exclusively to Bolivia and which is $9 million; and a mutual 
defense assistance program which is purely military and to which ow 
contribution is $13 million. 


POLICIES UNDERLYING TECHNICAL COOPERATION PROGRAM 


The background of the bilateral assistance program is the economic 
policy of our country as I visualize it in Latin America. That policy 
is to make our contribution or a contribution to try to establish in 
these other countries strong and self-reliant economies. The purpose 
of that is not any desire to remake the world along better lines. We 
cannot afford to do that. The purpose of that policy, as I conceive 
it, is that it serves the best interests of our own people. The stronger 
economically those countries are, the more it serves our own economic 
interests. Politically it is to our interest that they have strong, self- 
reliant economies. 
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Realizing, as I have said, we cannot undertake to finance a stro 
economy in every one of the 21 Latin American countries, we fee 
strongly that they must carry the majority of that load, the majority 
of the financial cost and burden of strengthening their own economies. 

Certainly one of the best assistances we can give them to achieve 
that end is to help them make better and more efficient use of the re- 
sources and assets that they presently have available for use in 
strengthening their economies. 

This bilateral assistance program is aimed at that result. By send- 
ing them technical people who can work with them, they putting up 
equal or greater proportions of the cost of these programs than we, we 
can make effective the vast resources that they have available but are 
not being used to the maximum effectiveness at this time. 

That, in brief terms, is what we conceive to be the purpose of the 
bilateral technical cooperation programs. 


OAS TECHNICAL COOPERATION PROGRAM 


The next is the $1.5 million for OAS technical cooperation program. 

Mr. Taner. To what extent does this United Nations expanded 
program of technical assistance cover the same territory that: the 
organization under Mr. Hardesty covers? 

Mr. Houtanp. I understand the United Natioris group will be 
before you today; but, from our point of view a more accurate answer 
to that question can, I believe, be given to you by Mr. Hardesty 
who is in charge of the actual implementation and performance of 
this program. 

Mr. Taner. Suppose you complete your statement first. 

Mr. Houiianp, The Organization of American States, as you all 
know, is an organization comprised of the 21 American Republics. 
We feel it is very much in the interest of this Government to strengthen 
that organization and place on it as much responsibility for the solu- 
tion of the hemispheric problems as we can expect it to carry; there, 
again, with the other countries putting up a contribution, but in this 
case with us putting up the majority of the money. 

The Organization of American States has a program for training 
teachers to do the work now being done by our bilateral programs, by 
training experts who in turn will go down and train people in those 
fields now being covered by the bilateral programs. 

That, as you see is a much smaller program; it is $1.5 million; but 
it is a very good program because it brings the Organization of Ameri- 
can States into effective grappling with this problem. 


DEVELOPMENT ASSISTANCE PROGRAM IN BOLIVIA 


The $9 million program in Bolivia was intended and is intended to 
try to meet the situation of near chaos that developed in that country 
when the falling price of tin left them simply without the means wit 
which to feed many of their people. It was very effective last year. 
This year the $9 million it is contemplated will be utilized $5 million 
to buy foodstuffs and $4 million for agriculture, machinery and equip- 
ment, to try to bring up their own production of the food required to 
feed their people. 
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I believe in that country that we have been very fortunate in the 
implementation of our foreign policy. When the present Govern- 
ment took over in Bolivia, it accepted assistance from the Communists. 
Nevertheless, in the time that has passed since then the present 
Government in Bolivia has become increasingly anti-Communist and 
I believe it is correct and accurate today to say it is an anti-Com- 
munist Government after coming perilously close to cooperating with 
the Communists. At the Caracas meeting last February, the Foreign 
Minister of Bolivia was positive, aggressive, and very active in his 
assistance to Secretary Dulles in achieving the passage of the anti- 
Communist resolution which, in my judgment, contributed pretty 
substantially to the pattern that brought about the fall of the 
Communist Government in Guatemala. 

Therefore, I believe that there is strong justification for this program 
in Bolivia. 

Mr. Wiacieswortn. Off the record. 

(Discussion off the record.) 

Mr. Taser. Please go ahead and finish up what you have, because 
we have a close schedule. 

Mr. HoLtianp. The remainder of my song, as I believe Abraham 
Lincoln said, is, like the widow’s dance, short. 


MUTUAL DEFENSE ASSISTANCE PROGRAM 


The mutual defense assistance program, which includes $13 million, 
is a part of a program that is designed to construct and implement and 
lace in working order an hemispheric plan for the defense of this 
emisphere in the event of war, which will place on the other American 
Republics a substantial part of the responsibility for defending the 
hemisphere, which is, of course, farsighted—lI believe it is farsighted—- 
in that it reduces to an effective mimimum the burden we will have to 
carry for the defense of this hemisphere in the event of war. 


SUMMARY OF PROGRAMS IN LATIN AMERICA 


Those in very brief terms are the four segments of this program, 
With your permission I will include in the record this written state- 
ment, which goes into these matters in somewhat greater detail. 

Mr. Taser. All right. 

(The statement is as follows:) 


STATEMENT BY ASSISTANT SECRETARY OF State Henry F. HoLianp 


I am glad to haye this opportunity to appear before the Appropriations Com- 
mittee of the House of Representatives to speak in favor of the mutual security 
program for Latin America for fiscal year 1955. 

The program for Latin America totals $47 million and is composed of 4 parts. 

1. The bilateral technical cooperation program, for which $23.5 million is 
requested. 

he purpose of the bilateral technical cooperation program is to cooperate with 
Latin American countries, when they request us to do so, in demonstrating how, 
with the aid of modern technology, they can improve the utilization of the re- 
sources available to them for their economic development. 

In general the Latin American countries have the resources to support a much 
higher level of economic activity than they now enjoy. Most of the funds that 
are now going, and which will continue to go, into the development of those 
resources must be from their own savings. It would be impossible for the United 
States to underwrite the economic and social development of the underdeveloped 
areas of the world. We do not have the resources at our disposal—either the 
equipment, or the trained personnel or the capital funds—required for such an 
undertaking. We are in a position, however, to carry out on a cooperative basis, 
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pilot projects in certain technical fields which can be expanded through the 
efforts and at the expense of the host countries and which can make a substantial 
contribution to their development. 

The Department of State supports the technical cooperation program princi- 
pally because we believe it is economically profitable to the United States to 
contribute to economic progress and stability in Latin America, in the manner 
and to the extent provided for in the program. Strong and prosperous Latin 
American countries encourage mutually advantageous two-way trade between 
Latin America and the United States. As a part of this improved trade relation- 
ship, we obtain additional raw materials needed for our civilian and defense 
industries. The Latin American countries obtain additional consumer goods for 
their people and capital equipment and supplies which are essential to the success 
of their economic development programs. Our economy becomes stronger and 
more dynamic just as does theirs. Technical cooperation is therefore good bus- 
iness. 

The program can, moreover, be brought to bear in such a way as to lead to an 
improved utilization of Latin American resources that are a great many times as 
large as the amount spent in technical cooperation and in this manner can give 
great impetus to the economic improvement of the area. Through our coopera- 
tion with the Latin American countries in demonstrating on a limited scale how 
modern technology can be applied, our Latin American neighbors become able, if 
they so choose, to utilize new techniques on a much wider scale. Thus, the pro- 
gram is a relatively inexpensive way under which we can assist our Latin American 
neighbors to exploit their existing assets more efficiently. 

The program also has a number of secondary results which are beneficial. 
These include the following: 

(1) As the Latin American economies become stronger, they are better able to 
resist communism. 

(2) The economic cooperation involved in the program is the basis for increased 
cooperation in virtually all other fields. 

(3) The program creates greater goodwill toward the United States on the part 
of the people who can understand and appreciate the extent to which their 
material welfare is improved, with our cooperation, as 9, result of the program. 

I should like to emphasize that in our cooperation with the Latin American 
countries, we should always bear in mind that it is their resources on which 
their economic development and prosperity must very largely rest. It is also 
their responsibility to determine just how their resources will be utilized. 

2. Contribution to technical cooperation program of the Organization of 
American States, for which $1.5 million is requested. 

This program is largely restricted to regional training projects in fields where 
present facilities in Latin America are inadequate or nonexistent. At the present 
time the program includes projects in economic and financial statisties, housing, 
training of teachers for rural normal schools, evaluation of natural resources, 
child welfare, improvement of agricultural methods and rural life, and animal 
husbandry. The purpose of the program is to help the Latin American countries 
train technicians in the fields indicated so that the technicians, in turn, may be 
the instruments through which economic productivity in Latin America may be 
increased through improved technology. Although very modest in terms of cash 
outlay, the program is especially important in that it provides an opportunity 
for all the American Republics to participate, using their own funds, in a cooper- 
ative hemisphere effort to improve their economic life. Apart from its economic 
objectives, the program promotes cooperation and understanding among the 
other American Republics. It is furthermore, a means fhrough which those of 
the Latin American countries that are more advanced economically may assist 
their neighbors. 

The 10th Inter-American Conference held in March declared that ‘““This program 
is one of the most important activities of the Organization of American States, 
and represents a firm and unmistable expression of the principle of cooperative 
effort among the member states.’”” As you may know, Dr. Milton Eisenhower, 
in his report on United States-Latin American relations, recommended that 
“particularly should we continue to support the work of the Inter-American 
Economie and Social Council and to encourage that Organization to expand its — 
successful multilateral technical cooperation program among the nations of this — 
hemisphere.”’ 
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3. Development Assistance, for which $9 million is requested. 

This program is in addition to the regular technical assistance program which 
is carried out in Bolivia. Its purpose is to enable Bolivia to obtain food supplies 
to meet its minimum food requirements and to begin to diversify its economy so 
that its dependence on tin may be reduced. Of the $9 million requested, $5 
million will be utilized for the purchase of foodstuffs in the United States and the 
remaining $4 million to provide agricultural machinery and equipment to be 
utilized in connection with Bolivia’s program of agricultural diversification. The 
counterpart funds generated by the food shipments will be used to further Bolivia's 
agricultural expansion and economic diversification program. 

The program arose from an emergency situation which resulted largely from 
the very drastic decline in the price of tin during 1953. It was begun in November 
1953. Bolivia imports about 50 percent of its basic food requirements and was 
unable, with its reduced income from tin, to purchase the food needed to feed its 
people, especially in the cities. 

he aid given Bolivia under this program has helped and continues to help 
avoid hunger and chaos. This is the principal reason why the Department sup- 
ported the program initially and why the Department continues to consider it 
essential. 

The program has also had another important result. It has helped to strengthen 
the position of moderate elements within Bolivia. The Bolivian Government 
now in power accepted Communist collaboration when it seized power in April 
1952. It has, however, become increasingly hostile to communism and is now 
anticommunistic. At the 10th Inter-American Conference, Bolivia supported 
the United States position with respect to the anti-Communist resolution. And 
since the conference both the Foreign Minister and the President have made it 
clear that Bolivia is vigorously anti-Communist. I am sure that the Bolivian 
program has been of great assistance in maintaining economic and political stabil- 
ity in Bolivia and in helping the Bolivian Government to counteract Communist 
pressure and that it should be continued. 

4. The Mutual Defense Assistance Program, for which $13 million is requested 

This program has very limited and specific objectives. In time of war we 
would rely heavily on Latin American raw materials to maintain our economy 
in full production, and the Latin Americans would in turn rely on us for imports 
which they require to maintain the stability of their economies. The mainte- 
nance of this vital trade in time of war will be depe’ dent on protection of the inter- 
American sea and air routes of communication and certain strategic installations. 
The purpose of this program is to provide Latin American countries with the type 
of equipment and training they will need in order to assume a part of the burden 
of safeguarding such lines of communication and installations. 

Equipment, and training in use of the equipment, which the United States 
supplies to Latin American countries under the program, are supplied in accord- 
ance with bilateral military agreements. Such agreements have already been 
concluded with 10 participating countries: Brazil, Chile, Colombia, Cuba, 
Dominican Republic, Ecuador, Honduras, Nicaragua. Peru, and Uruguay. 

The agreement comes within the framework of the Inter-American Treaty of 
Reciprocal Assistance, which established the principle that an attack upon one 
party to the treaty constitutes an attack upon all. The agreements are also in 
furtherance of the resolution on inter-American military cooperation adopted at 
the fourth meeting of consultation of Ministers of Foreign Affairs which urged the 
American Republics to orient their military preparation toward the common 
defense of the hemisphere, rather than to confine it to the defense of their indi- 
vidual countries. 

The State Department supports this program because it is a means by which 
the other American Republics share in the responsibility for discharging certain 
roles in the defense of the hemisphere, a responsibility which we would undoubtedly 
have to assume, in full, in the absence of the program and which we did assume 
during the Second World War. Another important reason for our support is that 
the program is a means of encouraging greater cooperation in the military field 
among all of the American Republics. 


Mr. Taser. Have you any statement you would like to make, Mr. 
Hardesty? 


390 


SuMMARY STATEMENT ON BILATERAL TECHNICAL COOPERATION 
PROGRAM 


Mr. Harpesty. Yes, sir; I have a prepared statement, which you 
do have before you. I would like to have permission to insert it in the 
record, and then I would like to speak off the record. 

Mr. Taser. We will not insert the charts for the record. They 
might do for the hearings, but not for the record. We will put the 
statement in. 

(The statement is as follows:) 


STATEMENT OF M. N. Harpesty, Actinc Recionat Direcror ror Latin 
AMERICAN OPERA”IONS 


I appreciate this opportunity to appear before the committee on behalf of the 
Foreign Operations Administration’s program in Latin America. My remarks 
will deal with the bilateral technical cooperation program in Latin America, for 
which we are requesting $231 million, and with the request for $9 million for 
development assistance in this region. Other representatives of the executive 
branch are discussing the requests for $13 million for military assistance and 
$1% million for the multilateral technical assistance programs of the Organization 
of American States. 


STATUS OF ECONOMIC DEVELOPMENT IN LATIN AMERICA 


The primary objective of the programs under discussion is, as the committee 
knows, to aid in the economic development of Latin America. In that connection, 
T should like to outline briefly the dimensions of the task of economic development 
in this region. This large chart will give you some idea of the problem. Figures 
on Argentina are not included in the chart because we do not operate a program 
in that country. The bar diagrams on the left show that ths region we are dealing 
with is twice as large as the United States and has approximately the same popula- 
tion. And let me point out here that this is the fastest growing major region of 
the world in population, which emphasizes the difficulties and the importance of 
accelerating economic development in this area. 

The pie charts on the right half of the board compare the United States and 
Latin America with respect to some fundamental economic factors. The chart 
at the upper left shows that the per capita gross national product in Latin America 
is about one-ninth that of the United States. The two charts at the upper right 
indicate that, in a region twice as large as the United States, there are only one- 
sixteenth as many miles of all-weather improved roads and only one thirty-second 
as many motor vehicles. And the two charts at the bottom show that Latin 
America has only one-sixteenth of our installed electric power capacity and pro- 
duces only one-twentieth of our actual power output. As we all know, adequate 
transportation and power are necessary foundations for any substantial progress 
beyond a subsistence level economy. These figures show how much yet remains 
to be done in these fields in Latin America. 

Let. me cite a few more statistics which may indicate in human terms the con- 
ditions confronting us. Seventy percent of the people of Latin America make 
their living from agriculture. For most of them, it is a subsistence living. They 
eat the crops they grow, live in huts they build, wear the clothes they make. The 
idea of producing to earn income with which to buy the products of others is still 
foreign to a majority of the people of this area. The average gross national 

roduct. per capita is about $244 as compared to $2,175 in the United States. 

he average life span is about 43 vears as compared to 68 years in the United 
States, and the rate of illiteracy is about 48 percent as against 3 percent in the 
United States. 

These statistics indicate the crucial need for economic development in Latin 
America. We have distributed a pamphlet entitled ‘‘Latin America—the FOA 
Program” which contains additional economic data as well as information on the 
FOA programs and complementary programs in this region. There is no need 
to emphasize here the clear and forceful reasons why the United States is con- 
cerned with helping Latin America achieve economic progress. Dr. Milton 
Eisenhower’s report to the President last November reviewed the community of 
interest between the United States and the Latin American countries and under- 
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scored the vital importance of our economic relations with that area. Solutions 
to some of the major problems involved in those relations will be sought at the 
Economic Conference of American States to be held in Rio de Janeiro in November 
of this year. 

TECHNICAL COOPERATION 


Our bilateral technical cooperation programs are making an important con- 
tribution toward building economic strength and stability in Latin America, and, 
at the same time, strengthening the bonds of understanding and friendship be- 
tween our people and theirs. This program was commenced in 1942 under the 
leadership of Nelson Rockefeller, and since that time has been administered 
through the Institute of Inter-American Affairs, which is now the regional office 
of the Foreign Operations Administration for Latin America. 

The program is a truly cooperative one in which operations are jointly financed, 
jointly planned, and jointly administered. For the most part operations are 
carried out through joint organizations referred to as servicios which are estab- 
lished within the ministry of the participating country which is directly concerned 
with the particular field of work involved. Although a number of the original 
servicios are still operating, they have completed many individual projects within 
their broad program fields and have turned these activities over to the host coun- 
tries as soon as they were able to assume full responsibility. Servicio resources 
have then been shifted to new types of activities where assistance is needed and 
where there will be an important new contribution to economic development. 


NEW ACTIVITIES 


Our technical cooperation programs have been concentrated primarily in the 
fields of agriculture, health, and education. Since 1952, in an effort to promote 
more balanced economic development, we have gradually extended our activities 
into new fields, including public administration, industry, labor, and transporta- 
tion. Plans for fiscal year 1955 call for the allocation of about 23 percent of the 
available funds to programs in these fields. The amounts of funds programed by 
major program fields are shown on page 341 of the presentation book. 

Within the past few months we have made substantial progress toward increas- 
ing the participation of United States universities in carrying out the program. 
Negotiations for this purpose were started in January. By the end of the fiscal 
year, these negotiations resulted in signing 23 contracts or country project agree- 
ments which provide for the services of United States universities or other pri- 
vate institutions in carrying out our programs. Negotiations with United States 
universities for services to other projects are still in process and, from fiscal year 
1955 funds which became available, we expect to conclude additional arrange- 
ments of this character. Most of the agreements which have been concluded 
obligate funds for university activities to be carried out over a period of 2 years 
and, in some cases, up to 3 vears. Firm agreements for this period are necessary 
in order to permit the United States universities to make definite plans and com- 
mitments required to assure effective performance of the responsibilities assumed 
by them. 

JOINT FINANCING OF TECHNICAL COOPERATION 


I would like now to review briefly the way in which the United States and the 
Tatin American countries share the costs of technical cooperation programs. 
Contributions to these programs by the United States and Latin American countries 
for fiscal year 1954 are described on pages 332 and 333 of the presentation book. 
On page 333 is a table showing the estimated amounts of cash contributions to 
servicio accounts for financing cooperative project operations. That table shows 
cash contribution by the United States totaling $8.1 million and by Latin Ameri- 
can countries totaling $40.6 million. The large chart being shown to you gives 
the levels of United States and Latin American cash contributions to servicios 
between 1943 and 1955, figures for the last 2 years being estimates. 

In addition to these cash contributions to servicios, approximately $16.4 million 
has been obligated for United States technicians and other program costs. This 
brings the sum total of United States program obligations from fiscal year 1954 
funds to $24.5 million, or, if we include $583,000 released from prior years and 
reobligated in fiscal year 1954, a total of $25.1 million. The large chart now being 
displayed shows, for fiscal years 1953, 1954, and 1955, the amount available for 
the program each year, the amount obligated and the amount expended. The 
1955 figures are, of course, projected estimates. The obligation and expenditure 
figures for 1954 are based on the latest records available to us at this time. 
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Latin American contributions to the programs in fiscal year 1954, in addition 
to their cash contributions of $40.6 million to servicios, are estimated at $14.6 milk 
lion, making a grand total contribution of $54.2 million by the Latin American 
countries as compared with $25.1 million by the United States. It is estimated 
that host country contributions in fiscal year 1955 will be at least as great as in 
fiscal year 1954. 


ALLOCATION OF PROGRAMS FUNDS FOR TECHNICAL COOPERATION 


The table on page 340 of the presentation book shows a distribution of United 
States funds by countries for fiscal years 1953, 1954, and 1955. The table also 
shows a distribution of funds by certain cost categories for fiscal year 1955. The 
use of funds under each of these cost categories is as follows: 

The $5.6 million under the heading “Supplies, Equipment, and Grants to 
Servicios” is destined almost entirely for cash deposits to servicios or joint funds. 
These United States deposits, along with the Latin American deposits, will be 
spent for the supplies, equipment, personnel, transportation and other project 
operation expenses required to put the technicians’ plans into operation for dem- 
onstration and training purposes. Most of the dollars deposited by the United 
States will be spent for demonstration equipment and supplies to be imported 
from the United States. This includes items such as lathes and saws for pilot 
vocational schools, laboratory equipment for model health centers, and tractors 
for demonstration agriculture projects. 

It should be noted that, as a byproduct, this purchase of demonstration equip- 
ment often has a significant effect in expanding the export market of United 
States business. One example of this expansion is shown in the large chart now 
being shown to you. Demonstrations made by servicio-purchased tractors, 
operated by servicio-trained Peruvians, resulted in increased food production in 
Peru and helped to expand the market for United States agricultural machinery. 
A loan made to Peru in 1951 by the International Bank for the purchase of heavy 
farm equipment was facilitated by servicio participation in developing and oper- 
ating the system under which the funds were used and repaid. 

Another illustration is provided by this chart, which shows the increase in the 

rchase of United States pharmaceutical products in Latin America during a 
fo-year period in which we were demonstrating, through technical cooperation, 
the use of advanced medical practices and materials. 

The next two cost categories shown in the table on page 340, covering United 
States technicians and training for Latin Americans in the United States, are self- 
explanatory. However, the column headed “Local costs’’ requires some explana- 
tion. About $600,000 of the $3.7 million total in this category is budgeted for 
obligation under 11 contracts, most of which are with United States universities. 
Three of those contracts are new and eight are extensions or supplements to exist- 
ing contracts. The remainder, $3.1 million covers program costs such as trans- 
portation, office equipment and supplies, and local personnel. 

The item “Regional projects” near the end of the first column on page 340 
covers personnel and other program costs incurred in carrying out programs cover- 
ing a number of countries where the costs cannot properly be assigned to any one 
country program. The next item, “Program support costs,’’ covers technical 
services from the staffs of other United States Government agencies, backstopping 
for our field technicians, and servicing Latin Americans brought for study in the 
United States. 

DEVELOPMENT ASSISTANCE 


The $9 million requested for development assistance is presently planned for 
continuation of the emergency program in Bolivia which was initiated in fiscal 
year 1954. This program is covered on pages 343 to 346 of volume II of the 
presentation book. 

This program was inaugurated to meet an emergency. Bolivia’s lack of foreign 
exchange, due primarily to a drop in the world price of tin, resulted in a critical 
food shortage. The primary objectives of the program are, first, to avert starva- 
tion in Bolivia, and, second, to help increase domestic food production and give 
better balance to Bolivia’s economy, which at present is largely dependent upon 


tin. 

The first of these objectives is being attained through the shipment of United 
States surplus agricultural commodities, principally wheat. With regard to the 
second objective, a start has been made toward increasing Bolivia’s domestic 
food production by providing agricultural machinery, small agricultural processing 
plants and breeding stock for livestock improvement, and by inaugurating devel- 
opment projects with the necessary help from United States technicians. 
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The food being supplied to Bolivia is furnished under the Famine Relief Act 
of 1953, and has been obtained from surplus food stocks of the Commodity 
Credit Corporation. In addition, the United States is supplying $4.4 million in 
development assistance. Of the latter amount, about $1 million is for cotton, 
$700,000 for fats and oils, $1.3 million for developmental supplies and equipment, 
and the remaining $1.4 million is for milling, bagging, and shipping the food sup- 
plies under the Famine Relief Act. 

All of the fiscal year 1954 agricultural commodities have been delivered to 
Bolivia, except $3 million worth of wheat which was authorized in March and will 
be delivered by the end of August. The developmental supplies and equipment 
are now being purchased. 

Proceeds from sale of the commodities provided under this program are being 
deposited by Bolivia in a special account and are being used for development 
programs jointly approved by the Bolivian Government and the Foreign Opera- 
tions Administration. It is estimated that a total of 1.7 billion bolivianos in 
sales proceeds will be deposited in that account in fiscal year 1954. 

The $9 million requested for development assistance to Bolivia in fiseal year 
1955 is programed for the following purposes: 

(1) Five million dollars for agricultural commodities, including wheat, cotton, 
fats, and oils. 

(2) One million do!lars for agricultural supplies such as fertilizers, pesticides, 
and seeds. 

(3) Three million dollars for agricultural and industrial developmental supplies 
and equipment such as tractors, plows, small agricultural processing plants, 
pumps, generators, and metal culverts for access roads. 

This briefly summarizes the programs which we are conducting, and our plans 
for fiscal year 1955. I shall be happy to try to answer any questions you may have. 


Mr. Taper. We could not get the charts in such shape as to be of 
ane eae in the printed hearing. 

r. Harpesty. With your permission, sir, from what you have 
indicated I would like to insert my statement for the record and speak 
boa the record on the things in the statement, and perhaps use the 
charts. 

Mr. Taser. All right. Go ahead. 

(Discussion off the record.) 

Mr. Harpesry. I would like to remind you that in Latin America 
the  eaacai is growing faster than any other large region in the 
world. 

Mr. AnpERson. When you refer to Latin America you mean 
Mexico and the Caribbean area in addition to South and Central 
America? 

Mr. Harpesty. That is right. The rest of the hemisphere less 
Canada and Alaska. 

Mr. Forp. Everything below the United States? 

Mr. Harpesty. Everything below the Rio Grande. 

The figures I am giving are less Argentina, because they do not per- 
tain to our program. 


NATIONAL GROSS PRODUCT 


The national gross product of Latin America is only about 11 per- 
cent of that of the United States. The best figure I was able to get 
for the United States is that individually the per capita product is 
$2,175, whereas in Latin America it is about $244. 


ALL-WEATHER ROADS 


I selected all-weather roads because it is in my opinion true that 
almost any problem in economic development of this area, whether it 
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be in education or health or industry, if you pursue it far enough, I 
believe you will run into a wall of transportation. 

Now, remembering that this is an area twice as large as the United 
States, the improved all-weather roads are only 6 percent of those of 
the United States of America, to cover an area over twice as large. 
At the same time, spread out through an area more than twice as large 
there are only 3 motor vehicles to our 100. Three percent of the 
amount of vehicles that we have in the United States. 

Mr. Forp, What is the rate of progress of their all-weather road 
program? Is it improving or not? 

Mr. Harpesry. It is improving, but so far as the rate of progress is 
concerned vis-a-vis the population it is in dire need of being accelerated. 
It is falling behind, in my opinion. Something must be done to step 
it up. 

ELECTRIC POWER 


Another indication of progress and the state of development of any 
country, as I believe most of us would agree, is in derksGh power 
facilities. The installed capacity in Latin America is a little more 
than 6 percent of that of the United States. 


ROADS 


Mr. Taser. I believe, perhaps, | ought to call attention to the fact 
that in this deficiency bill we just reported out yesterday there was a 
figure of over $4 million of appropriation for Central American high- 
ways. 

Mr. Harpesry. Yes, sir. That was probably for the Rama Road 
and the Inter-American Highway. 

Mr. Taser. I do not know just exactly which ones were covered, 
but the language did not provide it specifically. 

Mr. Gary. Off the record. 

(Discussion off the record.) 

Mr. Taper. Go ahead. 

Mr. Harpesry. I would like to make a comment, sir, on your com- 
ment about the appropriations for roads. Probably the Rama Road 
and the Inter-American Highway, I would presume, are involved. 

However, as far as roads are concerned it is my opinion that feeder 
roads —what we call in the United States farm-to-market roads—are 
also drastically needed in Latin America to open up areas for exploita- 
tion in farming and extractive industries and natural resources 
generally. 

I believe that there are eight countries in Latin America which 
during the war were not able to feed themeslves, in each of which 
there is potentially a large area of arable land that could be developed. 


Bouivia 


Mr. Taser. I would like to have you give us a little bit closer pic- 
ture of the Bolivian situation, if you would. Tell us what You are 
doing there, because that is where the big money is. You might give 
2 a little picture as to what you have done and what you propose to 


Mr. Harpysty. As Mr. Holland has told you, Bolivia a year and 
a half ago met dire economic circumstances due to the fall in the price 
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of tin. The majority of Bolivia’s foreign exchange and national 
budget come from the sale of tin. Bolivia comes under the category 
of a@ one-crop nation. 

Mr. Taser. What is her crop? 

Mr. Harpesry. Tin and other minerals. 

Mr. Taper. All right. Go ahead. 

Mr. Harpesty. Bolivia, of course, has no control herself over the 
price of tin in the world market, and with falling prices of tin Bolivia’s 
economy is very drastically affected. Therefore, a little over a year 
ago such an emergency arose. 

Our primary objective in Bolivia was to help avert starvation of 
the Bolivian people. They were actually faced with the prospect of 
many people going hungry, and perhaps widespread starvation. 

Our second objective in Bolivia was to help increase domestic food 
production and to give a better balance to their economy. ‘The food 
production in Bolivia, I believe, is about half of what is required to 
feed the people; in other words, about 50 percent of Bolivia’s food 
must be imported. 

Mr. Taser. Is that because their soil is not suitable, or is it because 
the type of productiog is not suitable? 

Mr. Harpesty. I 46 not believe, sir, either case answers the ques- 
tion. For hundreds of years Bolivia's economy has depended upon 
her mining. Her people have gone down to the mines with the 
expectation of making money with which to purchase food. 

Mr. Taper. It has been imported? 

Mr. Harpesty. Yes, sir; it has been imported mainly from 
Argentina. 

ere are thousands of square miles of potentially arable rich land 
in Bolivia that could be developed. 

As a result of the food program we have had in Bolivia counterpart 
funds are created. The counterpart funds are being used to diversif 
Bolivia’s economy, particularly in the field of agriculture and food, 
and for increasing the overall output for Bolivia’s food needs. 

Mr. Taser. Have you stepped up their production of food? 

Mr. Harpesty. We have indications it will be slightly stepped up 
this year. I believe that the program, before it will show a large 
increase, will take several years, sir. I do not believe too great an 
increase will be shown the first 2 years. 


PERSONNEL 


Mr. Taser. How many people do you have down there now? 
Mr. Hardesty. Thirty-eight principals, sir. 


SUPPLIES 


Mr. Taper. You are asking here for something like $9 million for 
—— this year. For what purpose? 

Mr. Murpny. Page 346, Mr. Chairman. 

Mr. Hardesty. $5 million of the $9 million is for agrigyltural com- 
modities, which includes wheat, cotton, fats, and oils. 

One million dollars is for agricultural supplies, such as. fertilizers, 
pesticides, and seeds. 

Three million dollars is for agricultural and industrial development 
supplies and equipment such as tractors, plows, small agricultural 
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proceeting plants, pumps, generators, and metal culverts for access 
roads. 

Mr. AnpEeRsEN. Most of that material and food comes from the 
United States? 

Mr. Harpesty. Yes, sir; those will be purchased in the United 
States and sent to Bolivia, from private contracts. 

Mr. Taser. I am inclined to believe, perhaps, so long as that is 
quite an item, we had better put that table on page 346 in the record. 

(The table i is as follows: ) 


Latin AMERICA 


DEVELOPMENT ASSISTANCE: BoLIvIA 


Commodity program 
[In thousands of dollars] 
Pro 
Commodity detail Fiscal year | fiscal year 
1954 1985 
Poot, wet, and fertilizer: 
Raw materials and semifinished pr Cotten. 1,000 1, 000 
Machinery and vehicles: 
Agricultural: 
Light equipment, hand tools--..................-..---....-.--.----- 100 900 
Indust 
Food processing and preservation machinery, reinforcing steel ___.___ 155 150 
Miscellaneous: 
Conduits and other supplies for feeder roads_._......._............-- 210 200 
Miscellaneous agricultural and industrial 15 100 


! Costs of milling, bagging, and ocean ot on $8,000,000 worth of wheat supplied to Bolivia from Com- 
modity Credit Corporation stocks; Public Law 316, 83d Cong., Ist sess. 


Mr. ro emmeny Did we ship some wheat in there last year, Mr. 


= 4 A Yes, sir. That is the main thing we did ship, 
Ww on 
Mr. Taser. About half as much as they propose for the current 
ear. 
: Mr. Harpesty. We have shipped 16,000 tons, sir, also, since Febru- 
ary. That is on page 344, I believe, at the top of the page. Both 
wheat and milled flour have gone to Bolivia. 


Braziu 


Mr. Taper. We will take up Brazil for a moment. We have to 
through these as quickly as possible, because we have a pretty 

schedule. 
On Brazil we have an item proposed of $3,551,600 as against 
$2, 719,500 for this program. Tell us why we need that amount of 


money. 
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PERSONNEL INCREASE 


Mr. Harpesty. The biggest cost of that is the increase in the 
number of United States technicians. In 1954 we have 97 technicians. 
We expect to raise that to 138 technicians in 1955, which increases it 
almost $900,000. 

Mr. ANperRseN. Would you say, Mr. Hardesty, that Brazil is our 
most reliable ally in South America, and has the most in the way of 
potential ability to help us in the future? 

Mr. Harpestry. May I speak off the record? 

Mr. ANDERSEN. If you wish. My question can be off the record, 


Mr. Taner. Put it on the record, and you can cut it out, if you 
want to, by brackets. We want all of this available for the committee 
when we mark up the bill. We will not print anything you mark out 
that way. 

Mr. Harpesry. All right, sir. 

I would like to say this: Brazil is larger in area than the United 
States of America. It is the third largest nation in territory in the 
world. Russia is first, China is second, and Brazil is third. 

Brazil’s natural-resources potential is enormous. As you all know, 
Brazil supported the United States and sent troops to Europe during 
World WarlII. Itis my opinion that the resources and the importance 
of Brazil cannot be overestimated. 

Mr. Taser. You have presently on the rolls, 79? 

Mr. 97. 

Mr. Taser. No. I know he said that. That is what the schedule 
called for, but 79 is what the actual figure was; 68 regular and 11 
contract. 

Mr. Murpuy. No, sir; I am afraid not. 

I beg your pardon. That is correct, sir. I was looking at the 
wrong column. 

Mr. Taser. Do you expect you will be able to get 138 technicians 
to go over there? 

Mr. Harpesty. Sir, my only answer to that is that we are making 
— effort to do so and I hope that we will be able to do so. 

r. TABER. What are the main activities that you get into there? 

Mr. Harpestry. On the bottom of the last column of page 349 our 
requests are broken down, in the last line, for 1955. 

ur program is going up, as you see, in agriculture; in natural 
resources; in health and sanitation; in education; in transportation, 
communications, and power it is considerably increased; it is almost 
trebled in industry, mining, and labor; it cortinues in public adminis- 
tration; and it is considerably larger in general and community de- 
velopment. 


USE OF FUNDS OBTAINED FROM SALE OF COFFEE 


Mr. Taser. We may be asked this question: The price of coffee 
has gone way up, and the coffers of Brazil have been pretty well filled 
as a result of it. To what extent are they showing any disposition to 
use the extra money that they get in that way on such things as we 
are trying to do for them? We may be asked that question on the 
floor. I would like to know the answer. 

Mr. Harpesty. May J ask if I understand your question, sir? 
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Mr. Taser. They have been filling up their coffers pretty well by 
raising the price of coffee way out of sight. 

Mr. Gary. The United States has made a very substantial con- 
tribution to their economy through the purchase of coffee. 

Mr. Taser. That is just it; at a high price. Are they doing any- 
thing to use that increased volume of currency for their own technical 
development? 

Mr. Harpesrty. I believe there is misapprehension about Brazil’s 
foreign exchange in this regard. Brazil in spite of the sales made to 
the United States in coffee is not in good position with regard to 
foreign exchange. 

The Export-Import Bank made a loan of $300 million to Brazil to 
help it pay off some of its commercial debts during the year, 

1 will ask Mr. Holland to supplement my answer. 

Mr. Houtianp. Because of our general economic responsibility in 
the area, perhaps I can give you an answer that hits more directly 
at your question. It is true, Mr. Chairman, that the additional 
dollar exchange that Brazil and the other coffee-producing countries 
hav been generating during this period of high coffee prices have been 
very largely channeled into expenditures that would contribute to the 
economic development of their countries. Brazil, for example, rigidly 
controls the purposes for which they will release that dollar exchange 
and accords high priority to uses that will contribute to their economic 
development. 

OBLIGATIONS 


Mr. Taser. What were your obligations in 1954 on the $2,719,000 
available for that purpose? 

Mr. Harprstry. As of May 31 is the last figure I have. 

Mr. Taper. Off the record. 

(Discussion held off the record.) 

Mr. Harpusry. 1954 obligations, $972,700. 

Mr. Taper, That is the 1954 obligation? 

Mr. Harvesty. Yes; through May 31. 

Mr. Taser. Are you sure that figure is correct? It is only about a 
third of the availability. 

Mr. Harpzsry. I believe that is correct, sir. 

Mr. Taser. That will be all for now, gentlemen. Thank you. 


AFTERNOON SESSION 


Mr. Taser. We were on Brazil at the time we quit, and the last 
question I asked was about the obligations through May and they ran 
to $972,000 out of about $2.7 million. I cannot understand what 
= need with that new money when you are not using any more than 
that. 

Mr. Harpesty. We are using actually, as a matter of fact, more 
than that. 

Mr. Taser. How could that be? 


PREPARED STATEMENT ON OBLIGATIONS FOR LATIN AMERICAN 
COUNTRIES 


Mr. Harpesty. With your permission, I have a prepared statement 
which I would like to into the record on that subject, which shows 
how the money is used, the time, the obligations, and so forth. 
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Mr. TaBek. Suppose you put that in the record. 

Mr. Harpesty. Yes, sir. 

An understanding of the large percentage of program funds obligated 
near the end of the fiscal year calls for consideration of the time funds 
became available and the process by which they were obligated. 

1. The Mutual Security Appropriation Act of 1954 was signed by 
the President on August 7, 1953. On September 3, 1953, the Bureau 
of the Budget apportioned funds for the programs, and on October 20, 
1953, the Director of Foreign Operations Administration authorized 
program totals for Latin American countries. 

2. During October and November 1953, the Washington staff of 
Foreign Operations Administration, in consultation with the Depart- 
ment of State, was engaged in determining, after correspondence 
with the Operations Missions in Latin America, which of the proposed 

rograms and projects should be implemented and the amount of 
unds to be authorized for them. 

3. By December 1, 1953, most of the proposed activities approved 
for implementation had been included in “Activity authorizations’’ 
which authorized the Operations Missions to negotiate with Latin 
American governments for agreements obligating both parties to 
deposit funds in servicio bank accounts to finance project operations. 
Activity authorizations also constitute the basis for recruitment of 
technicians to operate servicio programs, for negotiations to provide 
for technical services from United States universities and for negotia- 
tion of agreements covering other nonservicio activities. 

4. The negotiations with Latin American governments often re- 
quire many months after our missions receive from Washington the 
activity authorizations which authorize the amount to be contributed 
by the United States. After the Latin Americans are notified of the 
extent of our contribution to each program, time is required by those 
governments to assure availability of the matching contribution 
which we require them to commit in the annual joint-financing agree- 
ments under which the United States contribution is obligated. 

5. Thus, the negotiations with Latin American governments initi- 
ated on the basis of. activity authorizations, largely issued in November 
and December 1953, culminated in many cases in the execution of 
annual financing agreements during June 1954. This was also the 
case with respect to the execution of project agreements or contracts 

roviding for utilization in the program of technical services from 

Jnited States universities and other private institutions. A policy 
calling for expanded use of such institutions was announced in mid- 
January 1954. Most of the negotiations initiated on the basis of 
that announcement culminated in the execution of agreements during 
fiscal year 1954, and negotiations for other such agreements are still 
in progress and agreements will be signed if the funds become available 
in fiscal year 1955. 

6. The foregoing statements on timing of obligations raise, in many 
cases, a question as to how the continued operations of approved 
servicio-type projects are financed between the beginning of a fiscal 
uae and the date on which United States funds for that fiscal year 

ome obligated near the end of the fiscal year. In the past, the op- 


eration of many. servicio projects has been suspended or reduced in 

scope during the interim period, pending availability of new contribu- 

tions. In order to provide against such suspensions of projects, 
49755—64—_26 
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Operations Missions have attempted to reserve sufficient servicio funds 
to continue operations pending receipt and obligation of new fiscal 
ear funds, although, in a number of cases, Latin American countries 
funds for financing the projects during the interim 
eriod. 
. In order to provide for more orderly financing and operations in 
Latin America, and to adjust project financing to the normal host 
country budgeting arrangements, we have progressively increased the 
number of servicios which are financed by agreements made on a 
calendar-year basis (rather than on a fiscal-year basis). Thus, fiscal 
_ year 1954 funds were obligated to finance operations of 27 servicios for 
the calendar year 1954. Contributions to the other 19 servicios made 
from fiscal year 1954 funds were to finance their operations for a 
fiscal-year period. 

Mr. Taser. Just tell us in 2 or 3 words Is there any real reason wh 
you need any more money than you are spending this year? That is 
the thing I want to know. 

Mr. Harpesty. It takes time, Mr. Chairman, from the time it is 
appropriated by the Congress until the agreements are reached within 
the agencies of the United States Government and the bilateral 

ements with the other nations to whom we must look for approval 
of our program. - 
STATUS OF AGREEMENTS 


Mr. Forp. In all of these countries with which you now have 

agreements, do those have to be renegotiated each succeeding fiscal 
ear? 

* Mr. Harpesty. There are overall agreements that do not have to 

be completely renegotiated each fiscal year, but the subagreements, 

the project agreements under the overall umbrella agreements, have 

to be agreed to with each new appropriation. 

Mr. Forp. Is that a common practice, to have a basic agreement? 

Mr. Harpesty. It depends upon the situation. 

Mr. Murpny. The basic problem in this thing is to carry out the 
policy which the Institute has pursued for a number of years and, while 

ursuing it, to try to get contributions from the other countries at 
east equal to and possibly, we hope, larger than the United States 
contribution. And it is a negotiating process whereby we put on the 
line what we are prepared to do and then try to get them to put on the 
line what they are prepared to do. So the result is you are still in the 
spring of the year before you really have definitive plans and can get 
rolling with the money which became available in the preceding fall. 

Mr. Forp. In other words, if it took 6 or 7 months to get this pro- 
gram operating in 1954, would it take as long in 1955? 

Mr. Harpesty. We hope we will be able to cut it down some, but 
there are certain things which cannot be cut down. We have had long 
experience with these things in Latin America and have done our best 
to cut them down to the bone. I think there is an irreducible mini- 
mum time it takes which cannot be cut back much. 

Mr. Murpuy. The administrative conditions have improved right 
along and the expenditure rate in this program has steadily increased 
in the last couple of years, and it looks like in fiseak 1955 they will 
spend what is appropriated; but they will actually be spending from 
— year appropriations. It is just the lead time whieh we cannot 
avoid. 
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Mr. Passman. Do I understand you to say you are having trouble 
getting these nations to put up their share of money to match the 
money we are giving them? 0 Shel 

Mr. Harpesty. No, sir; I am not saying that at all. I am saying 
it takes time for their governmental procedures to operate. 

Mr. Passman. Why should the contract be changed from year to 
year? Do you not have your procedure for operating this program ; 
if so, why should you have to renegotiate those contracts every year? 

Mr. Murpny. Each year our activities are to the amount author- 
ized by Congress. We cannot for any year allot any more than we 
have; so each year, after the money becomes available, we sit down 
with them ; they have their money or are about to get it, and the process 
is just a slow process that takes up several months of the year before 
we really get the money to work. 

Mr. PassmMan. Once you get the money, how long does it take to 
consummate the contracts before the program can get started? 

Mr. Murpay. It will vary. 

Mr. Harpesty. Usually it will take about 6 months. 

I might say in that connection that the amount of money these 
countries put up, in the form of cash deposits in Servicio accounts, 
compared to the amount we put up, is roughly 5 to 1; that is, our 
estimates for fiscal year 1954 show they put up the equivalent of $5 
for every dollar we put up, as explained on pages 447 and 448 of the 
presentation book. 

TECHNICIANS 


Mr. Wiceiesworrtu. The overall cost of your technicians runs 


about $11,000, does it not? 

Mr. Harpesty. I believe so. It depends on how long they are 
there. ae you talking about the salary rate, or the overall logistic 
support 

am talking about everything. 

Mr. Harpesty. That is about $11,000; that is right. 

Mr. Wiae.eswortH. And that compares, or you are able to get 
along on that basis, where other people doing similar work in other 
parts of the world require $16,000 or more for technicians? 

Mr. Murpuy. That is correct. 

Mr. ANDERSEN. That is not according to the testimony we had 
yesterday with respect to India and Pakistan. 

_ Mr. Murpny. A good part of that is caused by two things: One, 
you have greater transportation costs the further away you go, for 
the technicians. and their families and in many areas, ak as Africa, 
they have hardship allowances that add to it. 

Mr. Wiaeieswortu. The overall allowance is $16,000 and in Latin 
America they can get along with $11,000 and some of them must go 
up to $18,000 or $19,000. 

Mr. AnpersEN. It must represent good management on the part 
of the Latin America area program. 

Mr. Murpny. I do not think there is any area where the price 
pe approach $18,000 or $19,000. I think $16,000 would be the 
ceiling. 

Mr. Wicacieswortu. | thought you gave us the total number of 
technicians worldwide and the total cost, and that worked out about 
$16,000. If that be true and the Latin American block is down to 
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$11,000, some of those people must be up to $18,000 or $19,000 to 
make that average. 

Mr. M cada. Vales logic is irrefutable ; but I simply know in applica- 
tion there are no technicians drawing anything like that amount of 
money in the program. I think the $11,000 you were computing on 
this reflects the fact there is a large number of those 878 shown that 
are not on board on May 31 and won’t be on board until sometime 
late in the year. So if you average the annual salaries, plus the trans- 
portation cost in Latin America, it would probably come to higher 
than your figure. That reflects the fact they have a large portion of 
the three-hundred-and-some-odd people not on board as of May 31. 

Mr. AnpersEN. Is it not true the same thing should hold relative to 
India and Pakistan? 

Mr. Murpny. Yes, sir. 

Mr. AnperseEN. If you have an average cost there of $16,000 and 
only $11,000 in Latin America, either the Far East is too much, or 
Latin America is too little. 

Mr. WiaGLeswortnH. 2,946 people at $43,850,000 is an average of 
$15,000 apiece. 

Mr. Murenuy. That is what we computed the other day. That is 
worldwide. But in other areas, where there is a larger transportation 
cost and a larger differential, that has to be paid. 


BritisH GuiANA 


Mr. Taser. Tell us about the British Guiana business. 

Mr. Harpesty. As you know, the British Government had to 
suspend the Constitution recently in British Guiana to prevent the 
Communists from obtaining political control. 

British Guiana has a carefully worked out 5-year plan. The Gov- 
ernment of the United Kingdom and British Guiana have already 
made the equivalent of $26 million available to implement the first 
2 years of their program. There is a very great shortage of trained 
technicians in British Guiana and they have accordingly come to the 
United States for a technical-cooperation program. 

The most technical assistance we provide British Guiana is under a 
contract with the University of Maryland which was signed about 
June 22 of this year. This program will be mainly in the fields of 
agriculture, engineering, housing, and community development. We 
now have 4 technicians in British Guiana and 3 are scheduled to de- 
part within the next few days, and there will be an average of about 18 
technicians who will be down there as soon as we can get them there. 

Mr. Taspr. That is the only one of those particular items, is it not? 


SurtnamM, Dutcu GuIANa 


Mr. Harpesty. No, sir. We also have a program in Surinam, 
Dutch Guiana. 

Mr. Taper. That is the same sort of picture? 

Mr. Harpesty. It is slightly different from British Guiana. Suri- 
nam is autonomous in all of its internal affairs. 

Mr. Taper. And British Guiana is not. 

Mr. Harpesty. No, sir. Britain suspended their constitution and 
sent troops in because of the Communist threat. 
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Mr. Taser. You are planning to send more people into this picture 
next year than you had this year? 

Mr. Harpesty. Yes, sir. We are just getting started, as the 
request just came in last year. 

Mr. Taser. It seems that was not a picture where it was as neces- 
sary for us to go in as some of the others. 

Mr. Harpesty. If I may comment on that, particularly in the field 
of Surinam: 

Surinam under an agreement with the Netherlands Government 
has the right, I believe, to declare her full independence at any time 
she chooses. The people who live in Surinam have close cultural 
ties with the Dutch people, but they feel they are part of the Western 
Hemisphere. Their economic ties are mostly with the United States 
and they look to us for economic and technical guidance more than 
they do to the Netherlands. 

Mr. Taper. Are they mostly natives, or largely Dutch immigrants? 

Mr. Harprsty. The people of Surinam come from several sources— 
from India, or other eastern countries; they are people who have a 
Hindustani descent as well as Negro races. There are many different 
races and cultures living together in Surinam. 

Mr. ANDERSEN. It is almost what you might term a polyglot in- 
stitution as far as races are concerned? 

Mr. Harpesty. That is true; both in languages and religions. 

Mr. Taser. Are they in better shape than British Guiana? 

Mr. Harpxsty. I would say they are in better shape than British 
Guiana at the present time. They have made great advancement in 
my opinion. 


Mr. ANpeRSEN. You are not doing anything for French Guiana? 

Mr. Harvesry. No, sir; nothing. 

Mr. Anpersen. Or British Honduras? 

Mr. Harpesty. We have not although we might this year. 

Mr. AnprersEN. Those are the only two countries I remember in 
Latin America that are not touched in this bill; is that right? 

Mr. Harvestry. That is right. 


COMPARISON OF LATIN AMERICAN PROGRAM TO OTHER AREAS 


Mr. AnpreRSEN. Mr. Chairman, one little comment: I want to 
reiterate what I have said before in the hearings. I feel that up to 
a certain point we have neglected our own near neighbors; we have 
been very lavish all around the world in technical aid, development 
aid, and so forth. Personally I hope if we can be liberal in any 
place in the bill that we will be liberal with these various Latin 
American and South American countries who are in the same hemi- 
sphere with us and will be very important to us in the future. 

Mr. Rooney. By comparison between 1953, 1954, and 1955 fiscal 
years, it seems to me to be just a question of who can do it in the 
grandest scale possible. Is not that about it? 

Mr. ANDERSEN. We have never expended over $25 million that I 
know of in the Latin American and South American countries. Let 
us compare this to India. To India we gave three times as much as 
we have given to this one great vast area in our own immediate neigh- 
borhood. That is the point I am bringing out. 
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Mr. Gary. How is the fund for British Guiana handled? Do we 
deal directly with the colony, or do we handle it through Great 
Britain? 

Mr. Harpesty. The fund I mentioned is not our money; the $26 
million is put up, the equivalent in pounds, and the currency is put 
up by the British Government and the Government of British Guiana. 
The only money we are expected to put up in this is basically for 
technicians, for technical help in helping them spend the money and 
helping with plans for the development of British Guiana. 

Mr. Gary. Who do we deal with—British Guiana, or Great Britain? 

Mr. Harvesty. We must deal with Great Britain and also deal 
frequently with the Government in British Guiana, because that is 
where we are operating. British Guiana is a colony of Great Britain. 
As I mentioned, the constitution that did prevail for British Guiana 
was suspended because of Communitst activity. 

Mr. Gary. Is not there danger of our getting into difficulties with 
Great Britain if we are going to deal directly with her colonies? 

Mr. Harpesty. It’was done at the request of those people; of the 
British plus British Guiana. We have no program where we are not 
requested. 

Mr. Gary. But were you requested by the colony, or requested by 
Great Britain? 

Mr. Harpestry. Both; it was a joint request, a coordinated request. 


ORGANIZATION OF AMERICAN STATES 


Mr. Taser. I want to ask you one question about this organization 
of American States. What were our obligations there? 

Mr. Coore. | am Wendell B. Coote with the Office of International 
Administration, Department of State. Our obligations last year were 
$1 million. 

Mr. TaBer. You mean you spent every cent? = 

Mr. Coore. No; we obligated every cent. Since the OAS is on a 
calendar year basis and we are on a fiscal year basis, we actually spent 
approximately one-half during the first 6 months of the calendar year. 

Mr. Taser. Why do you need another $500,000? 

Mr. Catz. This is a program that has been gradually growing. 

Mr. Taser. Well it did not grow last year. 

Mr. Cate. It has gradually been growing since it was instituted 
2 or 3 years ago. 

Mr. Coors. The figures for the total program show for the calendar 
year 1952, $1,082,000; for 1953, $1,363,000; and for 1954, $1,430,000. 

Mr. Taser. I do not know who prepared the book that was given 
to us, but it shows $1 million for 1953 and $1 million for 1954. 

Mr. Coors. That is the United States contribution. The fizures 
I just gave you were for the total program. 

Mr. Taser. Why would we need to put up another $500,000? 
It seems to me we ought to be beginning to draw in our horns in spend- 
ing money. 

Mr. Cate. This is a program we would like to encourage, because 
it is a program in which those Latin American countries which are 
in a position to help those in a less good position do so, and we would 


405 


like to help develop that spirit of cooperation among Latin American 
countries. This is a very small program; one in which the Latin 
Americans take a very great interest, and we would like at the forth- 
coming Rio Conference to be able to give a further boost to this type 
of effort. 

Mr. Taser. Thank you, gentlemen. 

Mr. Harpesty. With your permission, I would like to say some- 
thing off the record about Guatemala. 

Mr. Taser. Go ahead. 

(Discussion off the record.) 

Mr. Houuanp. This is unpremeditated and unplanned, but | 
would like to speak to you for 2 minutes with regard to Guatemala. 

(Discussion off the record.) 

Mr. Taper. We are very much interested in what you had to say 
and appreciate your coming up here. Thank you, gentlemen. 


SATURDAY, JuLy 17, 1954. 
CONTROL ACT EXPENSES 


WITNESSES 


KENNETH R. HANSEN, ASSISTANT DEPUTY DIRECTOR FOR MUTUAL 
DEFENSE ASSISTANCE CONTROL 


Mr. Wiaateswortn. We have Mr. Hansen here, Assistant Deputy 
Director for Mutual Defense Assistance Control, who will tell us 
about the Control Act request. 

Mr. Murpay. I was going to make a brief statement on the fiscal 
aspects of this item first, after which Mr. Hansen will talk to you a 
bit about the substance. 

The request for fiscal year 1955 for this item, which is requested 
as a special appropriation for the first time this year, is $1,300,000. 
That compares to estimated obligations in the fiscal year 1954 of 
$1,077,980. 

Mr. Wicateswortu. I thought you said this was the first time 
that you had this appropriation. 


OBLIGATIONS 


Mr. Murpny. I said it is the first time it is being requested as a 
special appropriation. 

Mr. WiaGieswortH. $1,074,000 estimated obligations? 

Mr. Murpuy. $1,077,980. 

Mr. Obligations? 

Mr. Murpny. Yes. 

Mr. Wiae._eswortx. Where did that come from? 

Mr. Murpny. Pursuant to a provision of the Battle Act, title I, 
military assistance funds. 

Section 303 of the Battle Act provides that the expenses of admin- 
istering that program should be financed from funds appropriated for 
the mutual defense assistance program. 

Mr. Wiceteswortn. For the record, give us a word about the act. 

Mr. Murpny. Mr. Hansen will speak to that point. 
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DISCUSSION OF THE BATTLE ACT 


Mr. Hansen. The Battle Act is an act passed in 1951, and it calls 
for the control, or for a worldwide program over the control, of 
strategic materials going to the Soviet Sie. 

It requires the executive branch to carry on a program with regard 
to the countries receiving aid to assure that they cooperate in a pro- 
gram which denies strategic materials to the bloc; and requires that 
this be done in such a way as to strengthen the security of the free 
world and of the United States. It provides further for a cooperative 
free-world control program and in fact calls for the President to 
carry on & cooperative program of restraining shipments of strategic 
materials to the bloc by the entire free world. 

Mr. Wiae.eswortn. That has been done by military personnel. 

Mr. Hansen. No, sir. It is done at present by the Foreign Opera- 
tions Administration personnel, which used to be the MSA personnel, 
together with personnel from some other agencies. 

Mr. Wiacieswortn. Paid out of military assistance appropria- 
tions? 

Mr. Hansen. Yes. 

PERSONNEL 


Mr. WiaGieswortu. How large a force do vou have? 

Mr. Hansen. The employment on May 31, 1954, totaled 131. 
Those were divided as follows: FOA, 47; State Department, 44; Com- 
merce Department, 40, making a total of 131. 

Mr. WieGciteswortn. All financed out of FOA funds? 

Murpny. From the military assistance funds available to the 
OA. 

Mr. Wiaciteswortu. What do you anticipate for fiscal year 1955? 

Mr. Murpuy. We anticipate obligations of $1,300,000. 

Mr. Wiaetesworts. In 1954, or 1955? 

Mr. Mureny. 1955. 

Mr. WiaeLeswortn. How much personnel will you have? 

Mr. Murpuy. The number of personnel, 147 positions. 

Mr. WiacieswortnH. You desire to increase by 16? 

Mr. Murpuy. Yes; 8 would be for increased staffing in the State 
Department in the Office of Intelligence Research. We are going to 
add 3 people overseas in the United States regional office, in the Office 
of Security and Trade Controls. Two would be FOA people and one 
State Department. There is to be an increase of one in FOA, Wash- 
ington, in the Office of the Deputy Director for Mutual Defense 
Assistance Control, and one additional FOA employee in a United 
States operations mission overseas. The balance of 3 represents posi- 
tions that were included in the 1954 staffing pattern but were not 
a on May 31, 1954, hence are not included in the on-board count 
of 131. 

Now, the number of man-years of employment for the fiscal year 
1955, Mr. Chairman, will substantially increase even though the tar- 
get for positions in 1955 is eight lower than the target was in fiscal 
year 1954. 

Mr. Wiacieswortu. I thought that you just told us you were 
going to increase in 1955. 
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Mr. Murpuy. I said employment would go up from actual as of 
May 31, but we are working in fiscal year 1954 against a target em- 
ployment of 155 positions. 

Mr. WiaGLeswortH. You never reached the target? 

Mr. Murpuy. Twenty-one of the 155 represent positions that were 
either replaced or wiped out during 1954, and were not part of the 
staffing pattern at the end of 1954. But we would have an increase 
in actual employment, we would hope, during the year, by these 16 
people, over the 131 people on board on May 31, 1954. 

The increase is concentrated basically in personnel costs reflecting 
the fact that we would expect to have most of these people on the 
payroll for the full year. The payroll costs are estimated at $986,000 
for the fiscal year 1955 as against $818,000 for the fiscal year 1954. 
Our actual obligations through May 31, 1954, under tais program, 
amount to $909,000. 

Mr. WiceLeswortu. The figure of $1,077,000 is the estimate for 
12 months. 

Mr. Murpny. That is correct, sir. 

Mr. Forp. Are these no-year funds or 1-year funds? 

Mr. Murpuy. A single-year request, 1 year. 

Mr. Wieeiteswortn. The breakdown on page 443 indicates that 
FOA wants 40 people here in the Office of the Administrator. 

Mr. Murpny. That is correct. 

Mr. WiaeieswortH. Am increase of 5 man-years, and you have 
17.7 man-years in overseas positions? 

Mr. Murpny. That is correct. 

Mr. Wiac.eswortu. Five and a half increase overseas? 

Mr. Murpny. That is correct. 

Mr. WiaGiteswortu. Where are these missions—at the various 
embassies? 

Mr. Hansen. Yes; in USRO, Paris, or in the United States operat- 
ing mission side of the Ambassadors’ country teams. 


DIVISION OF FUNCTIONS AMONG DEPARTMENTS 


Mr. Wiccieswortn. Why do you split this up four ways—FOA, 
State Department, Commerce, and Defense? 

Mr. Hansen. The reason for that is we have certain functions 
within the Government that under this program can most competently 
be done in the agencies that have the function most comparable to 
that. In other words, in the Department of State, they of course 
carry on our foreign representations and have the negotiations and 
relations with the other governments. 

en we require supplementation of that activity over and above 
the regular State allotment, then we supplement with these funds. 
In the Department of Commerce, they carry on worldwide trade 
analyses and statistical compilations activities, and we have central- 
ized all of the East-West trade statistics work of the Government in 
the Department of Commerce in an IBM system so we do not have 
each agency requiring East-West trade statistics having to duplicate 
that work. 

Mr. WiaeteswortH. Without too much detail, what success have 
you had? 
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Mr. Hansen. I think that we have had quite considerable success, 
sir. The overall record has been that we have had increasing coopera- 
tion with the friendly free world countries in the control of these 
exports. Under the Battle Act, since its inception, over a period of 
2 years there have only been shipments of approximately $15 million 
of primary strategic materials to the Soviet bloc, and that is out of a 
total free world trade with the bloc for that 2-year period of about 
$2,700 million. 

Seventy percent of the $15 million worth of primary strategic ma- 
terials was in the form of prior commitments; that is, commitments 
that countries had entered into prior to the enactment of the Battle 
Act and were therefore commitments that these countries felt they 
should honor. A large number of such commitments were wiped out 
during this period also. 

Mr. WiaGieswortn. What control or information do you have as 
to goods smuggled? 

Mr. Hansen. We have considerable information on the actual 
operations of illegal trade and smuggling. There is, however, no 
estimate which I could give you on that. 

Mr. Wiae.teswortu. The estimate that you gave me was entirely 
outside that field? 

Mr. Hansen. That is right. 

Mr. Wieeteswortn. You really do not know what may have gone 
in an illicit manner? : 

Mr. Hansen. We do not know exactly. We only know the cases 
that we have acted upon, and which other governments have acted 
upon. 

NEED FOR ADDITIONAL PERSONNEL 


Mr. Wiacteswortn. Tell me again why you need 25 more man- 
years which account basically for the increase of $300,000. 

Mr. Hansen. Aside from the effect of decreases in lapses in posi- 
tions, the increase in the funds, the major portion, is due to the in- 
crease in personnel of the Office of Intelligence Research in State. 
The present East-West trade program is changing in a number of its 
characteristics. One of the most important of these has been that 
we are looking upon the Soviet use of trade as a political and economic 
weapon much more seriously than was required in the past. It 
requires that we keep a very close analysis of all the propaganda and 
other means of exploitation which the Soviets can use in the political 
situation of the western countries. 

The most well-versed agency of the Government in these activities 
in a general way is the Department of State and the Central Intelli- 
gence Agency. We have concentrated, however, in the matter of the 
overt research, still called intelligence research, in the Department of 
State, where we have all of the competent country desk analysts 
available, where we have all of the State Department missions abroad 
who are collecting and analysing this information. « It is necessary, 
however, that information be brought together and focused on specific 
problems that we face, specifically Soviet activities, or on the other 
side, specific activities on the part of western countries which are 
either a reaction or a response to various Soviet activities. Therefore, 
the increased staffing in the Office of Intelligence Research is to give 
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us a much better picture of the trade relationships, trade penetrations, 
and the motives and the results of Soviet economic manipulations in 
the trade field. 

The second major increase in cost is related to the requirements of 
the Battle Act which requires us to carry on technical assistance 
activities in the export control field with the major countries of the 
free world, and we are stepping up and have been stepping up this past 
year our exchange of teams between the other governments. 

Mr. WiGeLeswortH. You are running a _ technical assistance 
program bere also? 

Mr. Hansen. We are, in this particular field. 


TECHNICAL ASSISTANCE PERSONNEL 


Mr. WiaGLeswortn. How many people do you have engaged in 
technical assistance in this field? 

Mr. Hansen. In this field, we do not have any full-time personnel 
engaged in technical assistance. It falls under one of the program 
directorates of our shop. We farm out the work completely to the 
established technical agencies, the established technical assistance 
divisions. However, the particular offices in the other agencies which 
deal with éxport control activitics do the orientation and the briefing 
of these people, and when we send United States officials abroad we 
take them from all the agencies of the Government who have an 
interest or competence to teach the other goveraments something 
about the program. 

We do not have any special overhead staff. We use the estab- 
lished technical assistance facilities, and these costs are almost entirely 
the costs of transportation and per diem for employees and other 
expenses for the particular teams that we send back »nd forth. 

Mr. WiaGLeswortu. You are asking for 25 new positions, and 
all but 8 of them are going to be right here in Washington. 

Mr. Hansen. The figure of 25 applies to additional net man-years 
of employment in 1955, not to new positions. The additional new 
positions are 13. This is the figure of 16 mentioned before, less 3 
pane existing at the end of 1954 although not filled when the on 

ard count for May 1954 was taken. Of the 13 new positions, 9 
are in Washington and 4 overseas, 

Mr. Foro. Is this individual appropriation request based on a par- 
Clear section in the authorization bill? If so, do you have that cita- 
tion! 

Mr. Murpny. It is sectior 410, control act expenses. 

Mr. Forp. And that authorizes an amount of $1,300,000 total, and 
nothing more than that? 

Mr. Murpuy. That is right. 

Mr. Forp. You have requested the full amount authorized? 

Mr. Murpny. That is correct. 

Mr. Forp. Did you have any comparable section so limiting your 
appropriation heretofore? 

r. Murpuy. No. It was justified as an item that contributed 
to the makeup of the title I military assistance program appropriation 
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TRANSFERABILITY OF FUNDS 


Mr. Forp. Do you have any right of transferability as far as section 
410 is concerned? 

Mr. Murpny. I do not believe so, sir, but I would want to look at 
section 501 again to be sure. I do not think that is affected by section 
501. 

Mr. Forp. Would you check that and put a statement in the record? 

Mr. Mourpny. Yes. 

(The information requested is as follows:) 

Section 501 of the proposed authorization bill would allow the authorized 
appropriation under section 410 to be increased 10 percent, by transfer upon 
Presidential determination. Also, the second sentence of section 410 provides 
that funds additional to the authorized appropriation may be made available out 
of military assistance funds under title I, chapter 1 of the authorization billin 
such amounts as the President may direct. 

Mr. Passman. I observed in the justifications that 61 nations are 
getting some type of aid under this program. Is this information 
secret, or are we privileged to use the names of the nations in opposing 
or supporting the bill? 

Mr. Murpny. You are privileged to use the names of the nations 
and the total number of the nations receiving aid under the bill, sir. 

Mr. WicGiesworts. Thank you very much. 


SATURDAY, JuLY 17, 1954. 


CHILDREN’S WELFARE 


WITNESSES 


DR. MARTHA ELIOT, CHIEF, CHILDREN’S BUREAU, DEPARTMENT 
OF HEALTH, EDUCATION, AND WELFARE 

WENDELL B. COOTE, INTERNATIONAL ADMINISTRATION OFFICER, 
BUREAU OF UNITED NATIONS AFFAIRS, DEPARTMENT OF STATE 

LOUIS E. FRECHTLING, OFFICE OF THE SPECIAL ASSISTANT FOR 
MUTUAL SECURITY AFFAIRS, DEPARTMENT OF STATE 


Mr. Wiaeiteswortn. We have with us Dr. Eliot this afternoon, 
Chief of the Children’s Bureau, Department of Health, Education 
and Welfare, in respect to a request for the children’s welfare organi- 
zation in the amount of $13,500,000. 

Do you have a general statement for us on this? 


GENERAL STATEMENT 


Dr. Extor. I have a general statement that I would like to submit 
as a part of the record, if I may. 
(The statement referred to is as follows:) 


Unirep Nations Funp 


I appreciate very much having this opportunity to appear before your com- 
mittee in support of continued United States participation in the United Nations 
Children’s Fund (UNICEF). 

INICEF is a foeal point for direct action to children, by various agencies 
within the United Nations system, and through this agency all countries have an 
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opportunity to cooperate with others in providing effective assistance to the 
underprivileged mothers and children of the world. 

Pending before this committee is a request for appropriation cf $13,500,000 as 
the United States contribution to UNICEF out of fiscal year 1955 funds. This 
request may be broken down into two parts: (1) $9 million for the full United 
States eontribution to the calendar year 1954 program of UNICEF and (2) 
$4,500,000 for one-half of the estimated United States contribution to the calendar 
year 1955 program, as the result of the authorization for UNICEF being put ona 
United States fiscal year basis. The $9 million requested for contribution to the 
calendar year 1954 UNICEF program compares to a United States contribution 
of $9,814,333 in calendar year 1953. 

The United States has been the mainstay of the Children’s Fund since the 
beginning. Not only has this Government contributed a total of $97,231,000 to 
the fund from 1947 through 1953, but it has continuously sougkt contributions 
from other governments. In 1953 a total of 53 governments pledged or contrib- 
uted to UNICEF, as compared to 39 in 1952 and 34 in 1951. In all, 74 govern- 
ments have made a contribution or pledge to the central account of UNICEF 
since its inception. 

Through 1953 the United States contributed approximately 70 percent of total 
government contributions to the central account. Other governments, in the 
aggregate, are beginning to contribute a higher percentage of the fund’s finances, 
and we believe that they are now in a position to pay an even larger share in the 
future. For the 18 months ending June 30, 1955, it is proposed to reduce the per- 
centage of the United States contribution to the central account to 60 percent. 

I would like to emphasize that contributions to the central aeeount represent 
only a part of the total UNICEF program. In 1953, for example, the contribu- 
tions of all participating governments to the central account comprised only 
36 percent of the entire program. The remaining 64 percent was made up of local 
contributions. The Children’s Fund is basically a self-help program. Its success, 
therefore, is dependent not only on the availability of funds for allocation from 
the central account but on effectively supplementing the allocated funds with 
local contributions to meet the local costs of projects. In order to qualify for an 
allocation from the central account, the country requesting assistance of UNICEF 
must agree to give substantial support to the project in such form as local per- 
sonnel, services, transportation, and locally available supplies, equipment, and 
facilities. These local contributions are considerably greater than contributions 
to the central account. In 1953, governments receiving aid contributed 
$25,061,000 in local contributions, as compared to government contributions to 
the central account in the amount of $14,421,369. When all of these government 
contributions are taken into consideration, the United States contribution to 
UNICEF in 1953 amounted to approximately 25 percent of the total program. 

The Children’s Fund is today bringing practical benefits of real significance to 
the children of the underdeveloped countries of the world who are suffering from 
or are under constant exposure to disease and malnutrition. These benefits are 
not taking the form of handouts of material goods and services to the individual 
child, except milk and other nutritious foods in connection with maternal and 
child health centers and school lunches. Rather, they take the form of intelligent 
and well-considered assistance to governments of the underdeveloped countries 
to enable these governments to build into their own activities programs of mater- 
nal and chil health assistance which would not be possible in the absence of ex- 
ternal help. 

An increasingly important part of the Children’s Fund program consists of the 
provision of supplies and equipment to help governments establish maternal 
and child health centers in these localities where they are most sorely needed. 
Approximately 5,300 of these centers have been assisted to date. These centers 
are on a very modest basis. In comparison with the type of public-health center 
which is found in this country, they are not only modest but primitive. However, 
in comparision with what has existed before in these countries, they represent a 
tremendous promise of hope for success in the continuing struggle against infant 
mortality and disease. They will provide a basis for developing health and other 
community services in rural communities where health services have been 
unknown. From the standpoint of the country receiving assistance, these centers 
do not come free, for the recipient country must provide the locally available build- 
ings and equipment and local workers who are necessary to make the centers 
going institutions. 

The value of the Children’s Fund is well recognized within the membership 
of the United Nations, and it has also received support from a number of countries 
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who are not members of the United Nations. The Soviet states have not sup- 
ported UNICEF since the early days, when the fund was directing its attention 
to the children of Europe in the aftermath of the World War, a period in which 
they themselves were receiving assistance. Russia itself has never made a 
contribution to the fund. 

As a demonstration of the widespread support of UNICEF’s activities, the 
United Nations General Assembly voted unanimously last fall to continue the 
Children’s Fund for an indefinite period, and, appropriately, changed the name 
of the organizaticn from the “United Nations International Children’s Emergency 
Fund” to the ‘‘United Nations Children’s Fund.” The initials “UNICEF” 
were retained, however, since to millions of persons in all areas of the world they 
have become symbols of tangible and effective United Nations aid. 

In the early years of the fund’s activities emphasis was on providing emergency 
aid to the war victims of Europe. Currently, the emphasis is on helping the 
underdeveloped countries of Asia, the Near East, Africa, and Latin America in 
the development of long-range programs aimed at solving problems of maternal 
and child welfare that have afflicted generations of their children. For example, 
whereas 76 percent of the allocations were for Europe in 1947-50, only 4.6 percent 
of UNICEF aid went to Europe in 1958. In contrast, aid to Asia has increased 
from 10.4 percent in the earlier period to almost 60 percent in 1953. With 
respect to types of assistance, in 1947-50, 76 percent of UNICEF funds were 
allocated for emergency assistance and only 24 percent for long-range assistance. 
In 1953 the percentages were practically reversed—20 percent for emergencies and 
80 percent for long-range projects. 

UNICEF is currently assisting over 200 programs in 78 countries and terri- 
tories. This assistance will reach over 60 million children. UNICEF aid is 
concentrated on the following types of programs, which are of utmost importance 
in correcting basic inadequacies existing in child-care services: 

(1) Assistance to maternal and child welfare services, and the training of 
auxiliary personnel to staff these services, by the provision of equipment and sup- 
plies for rural health centers, clinics, laboratories, children’s hospitals, and insti- 
tutions, and training schools and centers. 

(2) Campaigns against diseases affecting large numbers of children, such as 
tuberculosis, malaria, yaws, prenatal syphilis, and other communicable diseases, 
through the provision of insecticides, penicillin, vaccines, sprayers, and equip- 
ment for the local production of insecticides and antibiotics. 

(3) Long-range supplementary child feeding directed toward combating nutri- 
tional deficiencies by providing dried skim milk, fats, fish-liver oil, etc. 

(4) Assistance in milk conservation programs through the furnishing of 
equipment for milk drying and milk pasteurizing plants to assure greater use of 
locally available milk for children. 

In addition, UNICEF still uses a limited amount of its resources each year for 
emergency relief assistance in the event of earthquakes, floods, droughts, famines, 
and other castastrophes, where the welfare of the child population is seriously 
affected by these disasters, through the provision of food, clothing, blankets, and 
medical supplies. 

UNICEF's primary aim is to help countries achieve permanent solutions to 
problems of maternal and child welfare that have afflicted generations of their 
children. A solid basis is being laid at national, provincial, and local government 
levels through the UNICEF-assisted projects which will eventuaHy enable the 
ot agg em to carry out the programs themselves without outside financial 

elp. Much has been accomplished in the past. Much more remains to be 

accomplished in the future. Many of the needs still existing can be alleviated 
through the continuation of international assistance furnished by UNICEF and 
the continued close collaboration and extensive local support of the eountries 
receiving such assistance. 

The executive branch strongly believes that it is in the interest of the United 
States to continue its financial support of this worthwhile United Nations activity. 

I earnestly urge, therefore, that the Congress support this request of $13.5 
million for contribution to UNICEF. The lives of literally millions of children 
will be affected by the programs for which these funds will be used. 


Dr. Exrtor. I appreciate this opportunity to appear in support of 
the request for an appropriation for continued United States participa- 
tion in the United Nations Children’s Fund. I have already sub- 
ee for the record a statement that I would like to summarize 

riefly. 
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The executive branch of the Government strongly believes that it 
is in the interest of the United States, as well as of the children in other 
countries, to continue our support of this program which is so well re- 
ceived in various parts of this country and the world. 

The request before this committee is for an appropriation of $13,- 
500,000 to cover 18 months—$9 million of this is for the calendar year 
1954, and’$4,500,000 is for the first half of the calendar year 1955. 
The amount of $4,500,000 for the first 6 months of the calendar year 
1955 is one-half of our present estimate for the full calendar year 1955. 

The request is made in this way, as | think you know, so as to put 
the appropriations, as well as the authorization, on a fiscal year basis 
for this Government. 

The contributions by other governments are slowly increasing per- 
centagewise. 

I would like to point out that the program we are talking about 
today, the U. N. Children’s Fund program, is a long-range program, 
not a handout of food, or merely an emergency program as it was in 
the early days. It is made up of well-considered projects of long- 
time value to the country in which the project is carried forward. 
You will remember that last fall the United Nations General Assembly 
voted to continue this fund for an indefinite period, changing its 
name from the United Nations International Children’s Emergency 
Fund to the United Nations Children’s Fund. 


CONTRIBUTIONS OF UNITED STATES AND OTHER COUNTRIES 


What I would like to point out now is that through 1953, 70 per- 


cent of government contributions to the central account of the fund 
were made by the United States Government. 

Mr. Forp. Through the calendar year? 

Dr. Exror. Through the calendar year 1953. That is on the 
average, Mr. Ford. 

Mr. Passman. What is the average now for the next fiscal year for 
which you are requesting funds? 

Dr. Extor. The executive branch is proposing, that the $13,500,000 
in the aggregate for the 18-month period be only 60 percent of the 
total amount contributed to the central account of the fund. 

The contributions to this central account, however, make up only a 
part of the total program, and I would like at this point to show you a 
chart which we have prepared and which we will submit to you for 
the record if you wish to make it a part of the record. 

This chart shows you the contributions by the United States and 
other governments in the calendar year 1953. 

The piece of this pie diagram that is separated from the larger 
portion is the central account of the fund. You will see that of 
the central account the United States paid $9,800,000 and the other 
governments put in $4,600,000. The United States contribution 
to the central account was approximately 68 percent of total contribu- 
tions to the central account. However, when you take into considera- 
tion the total program of this fund, including the contributions by 
local governments and the local communities within those local gov- 
ernments to projects, you will find that the United States contribu- 
tion was approximately 25 percent of the whole; that local contribu- 
tions were approximately 64 percent; and that other governments’ 
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contributions to the central account were 11 percent of the total 


program. 
U. 8. CONTRIBUTION 


Mr. WicGcLeswortn. I notice here the statement says that it is 
proposed that the United States contributions through the fiscal year 
1955 continue to be limited to 33% percent of all the contributions, 
including contributions made by governments for the benefit of 
persons located within territories under its control, and in addition 
that the United States contribution be limited to 60 percent of the 
total government contributions made to the central account. 

Dr. Extor. That is correct. 

Mr. WicGieswortH. That is, Uncle Sam puts in two-thirds of all 
government contributions over and above local ones; is that right? 

Dr. Exior. That is correct. The United States Government puts 
in approximately two-thirds of the central account of the fund. That 
is the account into which all governments make their general contri- 
butions. The governments that are in receipt of allocations from that 
central account to develop projects in behalf of children in those 
countries, in turn, contribute largely to the general program through 
their local contributions to projects. We regard these contributions 
as matching funds. 

Mr. Wiceieswortn. It is only if you include those matching funds 
that our contributions are pulled down from 60 percent to 33% percent? 

Dr. Exior. That is correct. This has been the principle under 
which this Government has proceeded now for some time. 

Mr. WieG_eswortnu. I remember a year or two ago there was con- 
siderable debate upon the floor as to which interpretation Congress 
intended. The House had one interpretation and the Senate another, 
and I do not know who finally resolved it. I guess the agency did. 

Mr. Coorer. It was written into the authorizing legislation 2 years 
ago that it was 33% percent of the total contributions including the 
local contributions. That was in the authorizing legislation. 

Mr. WiaG.eswortH. Two years ago, or last year? 

Dr. Exror. Two years ago. 

Mr. Wieeiteswortu. What I referred to must have been more than 
2 years ago. | remember a debate on the floor in connection with the 
conference report. You say there is no room for misinterpretation 
under existing law? 

Mr. Coorr. That is correct. Public Law No. 400, the Mutual 
Security Act of 1952, authorized a total of $16,481,000 and provided 
that the United States contributions should not exceed one-third of the 
total contributions, including local matching contributions. 

Mr. WiaGieswortu. Is that existing law? 

Mr. Coorr. No. That is the authorization that expired December 
31,1953. The authorization previous to the one we are asking for now. 

Mr. Wiee.eswortn. You may proceed, Dr. Eliot. 


ALLOCATION OF FUNDS BY GEOGRAPHICAL AREAS 


Dr. Extor. I would like to take a moment to report to you how the 
p98 gam to the different geographical areas in the world have 
shifted. 

I have here a colored chart with a smaller black and white reproduc- 
tion. This chart shows 3 pie diagrams illustrating the distribution of 
funds by geographical areas in 3 different. periods of time. 
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The pie diagram on the left is for the years 1947-50, showing a very 
large proportion, 76 percent, going to Europe. This was in the early 
days of the fund when there were postwar emergencies in Europe— 
feeding and other types of emergency—that were met by the contribu- 
tions to the European governments. 

During that period the fund started its work in Asia, the eastern 
Mediterranean and Latin America and a small amount went to Africa. 
In the period 1951-52 the picture changed materially. The amount 
going to Europe has diminished greatly. That appears in the red 
section of the pie diagram. The amount going to Asia has increased 
very considerably. That is the brown crosshatched section. The 
amount going to the eastern Mediterranean has increased and like- 
wise the amount to Latin America, and the slice going to Africa is 
now quite plainly visible on the chart. 

For 1953 the proportions have shifted again. Asia is getting an 
even larger proportion of the contribution. The Eastern Mediter- 
ranean a smaller proportion, and the Latin American countries are 
getting a somewhat larger proportion. Africa again is coming in for 
a slightly larger proportion than in the previous 2-year period. The 
proportion going to Europe has diminished; it is only about 4% percent 
of the total. 

Mr. Wiccieswortn. Is any of the aid going behind the Iron 
Curtain? 

TYPES OF PROGRAMS 


Dr. Extor. None of this goes behind the Iron Curtain. 
The third chart that 1 have shows the shift in types of programs 
during the same periods of time. 


EMERGENCY ASSISTANCE 


From 1947 to 1950 the program was largely emergency assistance. 
From 1951 to 1952 emergency assistance was reduced to 35 percent, 
and in 1953 it was down to 20 percent. It is proposed for 1954 that 
this be approximately 15 percent for emergency programing. 

Mr. Forp. It will be helpful for you to define succinctly just what 
you mean by an emergency assistance program. 

Dr. Extor. The emergency assistance programs during recent years 
have been of this type—food and contributions to the people in 
flooded areas of Japan—milk largely for the children. There was 
milk and clothing provided for the children and mothers after the 
earthquake in the lonian Islands. When there was a famine in the 
Philippines just this past year, resulting from an infestation of rats 
on one of the islands which consumed very large amounts of rice in 
the field, then rice and milk were provided for the Philippines. 

The fund has made considerable contributions in terms of milk for 
famine areas in India, and then in addition the children in Korea have 
received large amounts of milk. 

Mr. PassMan. Since the inception of this fund 74 governments 
have contributed or pledged actual support to the central account. 
Evidently some of the nations who have contributed to the fund are 
not in the United Nations framework. 

Dr. Exror. A few of them are nations outside UN, 
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Mr. Passman. Are any nations inside the Iron Curtain making 
contributions at this time? 

Dr. Exror. Not at this time. 

I am sure that this committee is very familiar with the types of 
programs this organization carries out, but I would like to remind 
you that they are largely long-range programs. They fall into certain 
general categories. The governments are increasingly ask'ng for 
assistance in developing what they call maternal and child welfare 
work; that is, the setting up of clinics for mothers and children, where 
they can go for general child health and child welfare advice and 
assistance. Some of this work also includes contributions to clinics 
and hospitals for children in the various countries. 


HEALTH PROGRAMS 


The second large type of program is the mass health programs which 
have been underway under the aegis of this organization and WHO 
now for a number of years. 

You will remember that the fund has contributed largely to cam- 
paigns for the prevention of tuberculosis and for the cure of yaws, 
that serious disease that occurs in the tropics and affects children 
largely, a disease that causes ulceration of the skin and tissues and 
even affects the bony structure when it is severe. It is a crippling 
disease if it is allowed to go on indefinitely. We know that one 
injection of penicillin will cure a child of yaws if it is in the early or 
moderately advanced stages. UNICEF funds have been used to 
purchase large amounts of penicillin for use in attempting to eradicate 
this disease from certain countries. 

Mr. Forp. How long an immunity do you get from one shot that 
cures the yaws?’ 

Dr. Exror. I am not sure that I can answer in terms of months or 
years. I do know that persons who have been cured may contract 
the disease again if the disease is not cleaned out of an area in which 
that individual is living. Therefore, the aim of the United Nations 
Children’s Fund staff, and the World Health Organization’s staff that 
give the technical advice on this program and who provide the techni- 
cal assistance to the countries developing programs in this field, is to 
eradicate, if possible, the disease. 

One such illustration has already taken place. Three years ago, 
the Children’s Fund and the World Health Organization together 
undertook to see what could be done about eradicating yaws from the 
country of Haiti, and now a recent examination of the areas where 
the work has been carried forward shows that in some places the inci- 
dence of yaws has decreased from 50 percent of the population to less 
than 1 percent of the population. If it can be held down to 1 per- 
cent of the population, or less, and cases as they occur are picked up 
by the health authorities of the country, then we may really believe 
that that disease will be eradicated. This will mean increased pro- 
duction, more manpower for the country without any question. 

The Children’s Fund, at the request of the Government, and with 
the help of the World Health Organization, has recently been under- 
taking some pilot projects for the cure and we hope, ultimately the 
essential eradication of trachoma. Certain countries have a great 
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deal of trachoma. As an illustration, | would like to tell you about 
what happened in Morocco, 

In the spring of 1952 the Children’s Fund Executive Board voted 
the first amount of money to start a control program for trachoma in 
Morocco. A campaign was actually gotten underway in 1953, both 
for prevention and cure. During the summer of 1953, aureomycin 
ointment, which is the drug used to cure this particular disease, was 
given in an area of the country to all persons who would come and get 
it. This went on for 6 months. Everybody in the district was reached 
if possible. Actually a population of 114,000 people was covered. 
Seventeen teams of local people were organized for this. There were 
only a few foreign experts brought in to direct this local program 
which could be carried on afterwards by the local people. 

The results have been very striking. Before the campaign 67 per- 
cent of the population had trachoma or conjunctivitis; after the cam- 

aign only 9.2 percent. The number of serious cases was reduced. 

hen at the same time they undertook a project in the schools in a 
certain district of Morocco. There the children were treated three 
times a day by teachers under supervision with this same aureomycin 
ointment. Twenty thousand children were given treatment and again 
the cure was very striking and the results good. 

The result is that the campaign is a very popular affair. This 
ointment almost immediately relieves the discomfort and pain and 
so the people of the country realized that the Children’s Fund and 
the World Health Organization are doing something materially to 
help them. 

Now, in 1954, in this same country, Morocco, the campaign will 
go in a new district and the children’s fund has allocated an additional 
sum of $37,000, which was voted last March to make possible a 
continued program. 

Mr. PassMan. Is this a skin disease? 

Mrs. Exior. No, trachoma is an eye disease. It is an eye disease 
which brings about blindness. There is very frequent bidaenn from 
this disease. 

In the area where treatment was begun in 1953 the people will be 
given ointment this year to use themselves to see whether the people 
themselves cannot conduct their own campaign, so to speak, and 
carry on the good work that was started the year before. 

Monthly checkups will be made by the World Health Organization 
and the UNICEF staff to see whether or not the population has been 
sufficiently well trained to really do a job and carry this treatment 
program over into the future. 

his, I think, is an example of the way in which both of these 
organizations want to work in order that the programs will not be 
carried on for a year or so and then dropped by the government. 
The whole intent of the program is that it shall be continued by the 
governments themselves in the future. 

I could go on illustrating with a variety of other kinds of activities. 
Leprosy, for instance, is being taken up now, and a project is being 
started in Nigeria where, I suppose, there are more lepers than in any 
other country in the world. It is estimated that in Nigeria there are 
500,000 lepers. Today we now know that there are sulphone drugs 
that will make these individuals symptom free, and if spartatiatile 
given will actually cure in many cases. 
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Mr. Passman. We have had a very fine experience with that in 
Louisiana. We have a colony in Louisiana. 

Dr. Exror. I will not go into the details of the leprosy program. 
There again, I am sure the program will be conducted well. It is 
being carefully planned. Tt know a good deal about these things 
because, as oe the committee realizes, I am not only Chief of the 
Children’s Bureau, but also the delegate to the Children’s Fund from 
this Government. 

I have also had opportunity in the past to visit many of the 
countries where these projects are now underway. 

In most of these projects the children’s fund will cooperate with the 
World Health Organization, or the Food and Agriculture Organization. 


CONTRIBUTIONS AND ALLOCATION OF FUNDS 


I would like to say in finishing that I have certain tables which show 
contributions made to the fund’s work by the governments; others 
show the allocations made by the fund to the different governments 
and different types of projects, and with your permission I would like 
to submit those papers for the record so that you may have them for 
future reference. 

Mr. WieeieswortH. Without objection, they will be inserted in 
the record at this point. 

(The tables referred to are as follows:) 
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Contributions to central account, local contributions and allocations from the central 
account, calendar year 1953 


| | } 
° Contribu- | | Local con- | Total central | 
| Allocations 
tions to Percent- ‘tributions | account and 
UNICEF-aided countries age by assisted local con- from 
governments tributions accoun 


| 


$21, 000 


g 


Asia: 


38. 
: 
833233335223 |2| 32222 


332392352333 


Italy 
Yugoslavia 


British Honduras 


8 


' Not available, 


Africa: | 
Belgian Congo and Ruanda- | 
5, 000 5, 000 8, 000 
Kenya, Tanganyika, and | 
4 
56, 000 .39 
7, 497 05 
200, 000 1.39 
60, 450 .42 | 1, 312, 450 554, 000 
50, 000 395, 000 251, 000 
739, 685 5.18 870, 685 142, 800 
4,445 .08 4, 445 37, 000 
13, 941, 000 15, 508, 577 6, 388, 850 
: Eastern Mediterranean: 4 
31, 000 31, 000 25, 000 
152, 000 152, 000 151, 000 
56, 000 39 184, 000 240, 000 242, 000 
50, 200 35 175, 000 225, 200 50, 000 
18, 000 18, 000 18, 000 
17, 857 .12 1, 190, 000 1, 207, 857 133, 000 
2, 645, 000 2, 769, 057 1, 279, 000 
4 
| Europe: 
23, 554 16 197, 000 220, 554 59, 000 
47,619 . 33 1,000 48, 619 900 
SERS as 26, 000 18 200, 000 226, 000 206, 000 
atnbntn sanpinepbabnlae 170, 386 1.18 2, 000, 000 2, 170, 386 224, 000 
208, 759 2, 400, 000 2, 698, 759 489, 900 
Latin America: } 
161, 725 1.12 2, 
25, 606 .18 
Dominican Republic. 50, 000 
6, 313 . 04 
20, 000 | 14 
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Contributions to central account, local contributions and allocations from the central 
account, calendar year 1953—-Continued 


lig | Total Allocations 
; ons to ercent- ributions | account an 
UNICEF-aided countries age by assisted from 
account governments tributions — 
Latin America—Continued | 
$19, 000 | $19, 000 $11, 500 
cena 50, 000 | 50, 000 38, 000 
$97, 222 0. 67 290, 000 387, 222 90, 000 
463,080 5,171,000} 5, 634, 080 1, 937, 300 
Nonrecipient governments: | 
| 3,094 02 3,094 
468 + | 468 
3, 000 02 3, 000 
Monaco... | 1,143 -O1 | 1, 143 
Netherlands... 30, 474 27 | 39, 474 
New Zealand- -| 140, 000 97 | 140, 000 
&? 28, 000 19 28, 000 |... 
193, 050 | 1.34 193, 050 
ES | 163, 800 1.14 163, 800 
United Kingdom... | 280, 000 1.94 | 280, 000 
| 9, 814, 333 68. 05 9, 814, 333 
Vatican 2, 000 01 | 2,000 | 
|" 11,067,806 11, 967, 806 | 
14, 421,369 | 100. 00 25, 061, 000 39, 482, 369 10, 677, 050 


Mr. Forp. Are the contributions broken down by two categories, 
one, the casb contributions to the central general fund, and also the 
combined contributions to the overall fund? 

Mr. Coots. Yes. The 1953 table is, and also there is one summary 
table which shows a breakdown between contributions to the central 
account and the local contributions. There is one table which shows 
the contributions to the central account only. 

Mr. Forp. Do those charts also indicate the comparative basis 
for several years, one year against the other? 

Mr. Yes. 

Dr. Error. The chart you have in your hand is the table that is 
illustrated by the first pie diagram. 

Mr. WiaGiesworrH. When vou state that it is proposed that the 
United States contribution be limited to 60 percent of the total gov- 
ernment contributions, if our contributions are one-third of the entire 
fund including matching funds, that means, does it not, that we are 
ae ee a third and 16 other governments are contributing a 
sixth! 

Dr. Error. We must be clear that we are speaking in terms of the 
central account, when we say the contribution of the United States at 
the present time is approximately 68 percent. We propose that that 
will be reduced to 60 percent in fiscal year 1955. When you include 
all the contributions from the local governments, which together with 
the $14 million of the central account make up some $39 million, 
then the United States is contributing, or did contribute in 1953, 
approximately 25 percent of the total amount. 

On the table that I have submitted headed “United States Contri- 
butions and Contributions of Other Governments,” you will see in 
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the column next to the right-hand column that the United States is 

contributing 68 percent of the central account. If you will look 

below that under “total contributions,’’ you will see that the United 

States is contributing 24.9 percent of the total contributions to the 
rogram. 

r Mr. WicsLeswortu. i understand there has been paid into the 

central fund $435 million plus. 

Mr. Cooter. No, sir. The total contributions to the central fund 
are $140 million since its inception. 

Mr. WiccieswortH. What is the total local contribution? 

Mr. Coore. The total local contributions, $337 million. Combined 
with the central account they equal $435 million. 

Mr. WiaGieswortH. That is what I intended to ask in the first 
place. Of a total of $435 million plus, $337 million has been from local 
contributions? 

Mr. Coors. I am sorry—$294 million is from local contributions 
and $337 million is total contributions from other governments. 

Mr. Passman, Including local? 

Mr. Coors. Including local and their contributions to the central 
account. 

Mr. Wiae.teswortn. What I am trying to get is the sum total of 
the funds, and (a) the amount paid in locally by local contributions, 
(b) the amount by Uncle Sam, and (c) by other governments. 

As I understand, the total amount is $435,011,684. 

Dr. Exior. That is correct. 

Mr. WiaeieswortH. Of that sum there has come from local 
contributions $294,337 ,000? 

Dr. Exior. Right. 

Mr. WiacGLeswortH. From the United States $97,231,000 and 
from other governments $43,443,684? 

Mr. Coorr. Yes. 

Dr. Exior. The United States has contributed to that total 22.4 

reent. 
os WiaGieswortH. Does it not seem if there are 17 partners in 
this venture, 16 of them ought to contribute more than half of what 
we contribute? 

Dr. Exror. I would like to speak to that point for a moment. 

From the very beginning the United States Government in sponsor- 
ing this program has felt that, by being the principal donor to this 
United Nations activity in behalf of the children, it was undertaking 
a program which would have tremendous significance in terms of the 
well-being of the people of the world, and would have tremendous 
significance in the minds of the people of other governments with 
respect to the desire of this Government and the people of this country 
to assist the people of other countries, and in particular, the children 
of other countries. Therefore, the Congress and this Government 
have through the years made a very large contributon to this par- 
ticular program. In the early days it was more of a relief-type 
program following the discontinuation of the UNRRA program. 

In recent years, since 1950, when all the governments together 
meeting in the General Assembly reached the decision they wanted 
this program to take on a new character, namely, that of a long-range 
pia to angatine the health and welfare and general well-bei 
of children in the countries, the United States Government has sti 
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felt that it was making a major contribution to the understanding 
of ie -peemine with respect to what children require to grow up to 
be good citizens of democratic countries. As a matter of fact, of 
any type of country. 

e want children everywhere to have the opportunity to grow 
physically and socially in as normal a way as we in this country want 
our children to grow. We believe that our contribution is justified 
in the light of this. 

Mr. WiaeLesworrtn. I notice in 1951 that apparently Uncle Sam 
was putting in a little more than the other 16 combined. In 1953 
he is putting in more than double what the other 16 countries, to- 
gether, are putting in. What determines the amounts contributed 

Dr. Extor. This is a fund to which voluntary contributions are 
made by governments. There is no fixed scale of contributions as 
in some of the other United Nations programs. 

Mr. Wicetesworrn. There is no obligation to pay anything and 
there is no limit to what any government may contribute; is that it? 

Dr. Exior. Exactly. 

Mr. Wiee.tesworin. The fund is operated by the United Nations 
organization? 

r. Exior. By the United Nations Children’s Fund. 

Mr. WigGiesworts. What representation on that organization 
does this Government have? 

Dr. Exuior. This Government has a representative on the execu- 
tive board of that organization. I am that representative. 

Pg samme ae How many members are on that executive 
ar 

Dr. Exsor. Twenty-six members on that executive board. The 
fund is managed by an executive board. This is the total number of 

vernments that are actually in the position of managing the fund. 

n the other hand, in 1953, 52 governments contributed to the fund. 
I think perhaps you may have misunderstood what I said concerning 
the number of contributing countries, because the United States is 1 
out of 52 countries, or was in 1953. 

Mr. WiaGieswortH. That makes our relative share even higher 
than what I thought it was. 

Dr. Exior. That is right, and I wanted to make that quite clear. 

I might add the number of participating governments has been 
increasing. In 1953 it was 52 governments; in 1952 it was 39, and in 
1951 it was 34 governments that contributed or pledged to the pro- 
gram, so there has been a steady increase in the number of the govern- 
ments contributing to the fund. 

Mr. WiaeLeswortH. Yet the total contributions by other govern- 
ments in 1953 were just about the same as in 1951, so the pro rata con- 
— must have been going down for a good many of them, I would 
think. 

Dr. Ex1or. The contributions by governments vary from year to 
year. All governments do not contribute each year. It is always 
difficult to know exactly how much it will be because it is on a volun- 
tary basis. 


DETERMINATION OF SIZE OF UNITED STATES CONTRIBUTION 


Mr. WiaeLeswortn. What is the basis of this request for $13,- 
500,000 as compared to $9,814,000 in the current year and $6,666,000 


426 


in the previous year? Who determines that? What person or agency 
of Government recommends the request that we are considering here? 

Mr. Coorr. The amount of the request is determined by the 
Department of State, the Foreign Operations Administration, and 
the Bureau of the Budget. It is an executive branch request. We 
relate it to the size of the Children’s Fund program, which approxi- 
mates $15 million to $16 million a year. 

Mr. WiceLeswortn. Does either the Department of State or the 
FOA or the Bureau of the Budget have anything to say about the 
size of the program? 

Mr. Coorr. The executive branch does, sir, through the United 
States representative on the UNICEF Executive Board, who is 
Dr. Eliot. 

Mr. Wiaciesworru. I am trying to get at the mechanics of this 
thing here. Does Dr. Eliot decide the size of the program, or the 
State Department, or the FOA? 

Mr. Coorsr. It is a combination of all agencies in the United States 
interested in the program who develop the United States position. 
The position is developed primarily by the Department of State and 
the Foreign Operations Administration, working with the Bureau of 
the Budget and Dr. Eliot herself. 

Dr. Ettor. Mr. Chairman, I think, however, it should be made 
clear that the program of the fund is determined by the executive 
board of the fund. 

Mr. WiaGLeswortu. Before you come here with this reeommenda- 
tion, or after it? 

Dr. Extor. The program of the fund is determined on the basis of 
the available moneys in the fund, the program being made up of 
projects that are submitted to the United Nations Children’s Fund by 
the governments requesting its help. The program then will be de- 
termined on the basis of the amount of money that is available to the 
organization to allocate to countries to develop the types of projects 
they want to develop. 

Mr. Wiaciteswortu. For the record, if you will, tell us how you 
arrived at the figure of $13,500,000 that is before this committee now 
which represents an increase of something like $3,700,000 over what 
was made available last year. 

Dr. Exror. This $13,500,000 covers a period of 18 months. The 
appropriation of $9,814,000 that was made in 1953 covered a period 
of 12 months. May I say that this $13,500,000 should be broken down 
into two parts—$9 million of it is the requested appropriation for the 
calendar year 1954 program of UNICEF, and we may compare that 
with the $9,814,000 that was appropriated for the calendar year 1953. 
The $4,500,000 additional which makes up the $13,500,000 is for the 
first half of the calendar year 1955 program. We anticipate that we 
will be estimating for the calendar year 1955 again $9 million, the 
same as for 1954, but we are only requesting at this time appropria- 
tions for half of the calendar year 1955.- That means that we are 
requesting amount of $13,500,000 to be included in the appropriation 
for the United States fiscal year 1955. 
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FUNDS APPLIED TO 1954 PROGRAM 


Mr. WicGiesworru. Before pursuing the question that I asked you, 
I want to get clear one question that you suggested in the course of 
your statement that you just made. According to the statement 
before us here in the mutual security book, it appears that you received 
for the fiscal year 1954, $9,814,333. It also appears that that entire 
sum was made available in respect to the calendar year 1953 and now 
you are requesting $13,500,000, which is to be applied as to $9 million 
in respect to the fiscal year 1954, which I understood had already been 
provided for, and as to $4,500,000 to the calendar year 1955. 

Dr. Exior. May I point out to you that the $9,814,000 is for the 
fiscal year 1954. This was paid to the fund during the first half of the 
fiscal vear 1954; namely, the last 6 months of the calendar year 1953. 

Mr. Forp. Is that construed to be our contribution for the calendar 
year 1953? 

Dr. Exror. Yes; that is correct. 

Mr. WiaGLeswortx. Who made that construction? 

Dr. Extor. That is the way in which that $9,814,000 was re- 
quested and authorized, but it was appropriated in the fiscal year 1954. 

Mr. WicGieswortnu. | quote from the conference report, page 7, 
to accompany H. R. 6391 of July 30, 1953: 

Amendment No. 22 relating to the International Children’s Welfare Work 
appropriates new authority of $9,814,000 for the fiscal year 1954. 

You have not applied any of this, according to the table. Maybe 
the table is wrong, but it looks as though you have not applied any 
of this beyond the first 6 months of the fiscal year 1954. 

Mr. Coors. If I may give the background very briefly on that, sir. 
Last year, when we came before this committee, there was remain- 
ing on the books an authorization of $9,800,000 as the United States 
contribution to the calendar year 1953 program of UNICEF. Appro- 
priation of that amount was requested last year along with an addi- 
tional $9 million for the calendar year 1954 program. However, last 
~ at this time, the Children’s Fund was scheduled to expire on 

ecember 31, 1953, unless action was taken by the United Nations 
General Assembly to continue it. Therefore, this committee and 
others in Congress, indicated they would not be prepared te consider 
a contribution to the Children’s Fund past the date that the fund was 
scheduled to expire; but that once the Children’s Fund was continued, 
if it was continued, we should come again before this committee and 
request funds for that period. The $9,800,000 that was appropriated 
was, therefore, applied to the existing authorization which carried 
through to December 31, 1953, the date of the possible expiration of 
the Children’s Fund. 

Mr. Forp. What does your new authorizing legislation provide in 
the Mutual Security Administration bill that is now before the 
Congress? 

Mr. Coors. It provides for this $13,500,000, $9 million of which is 
for the calendar year 1954 Children’s Fund program, and $4,500,000 
for one-half of the calendar year 1955 program. 

Mr. WiaGiesworrn. | am not certain, but it appears from looking 
at the House report that the House allowed $5 million additional 
funds for the calendar year 1953, which was a reduction of $4,814,333 
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from the request, and that the Senate put in the amount that the House 
had taken out, making a total of $9,814,333, but appropriated it for 
the fiscal year 1954. 

Mr. Passman. What you are really doing is asking for a one-half- 
year appropriation retroactive to January 1954. 

Mr. Coore. In this request; yes. 

Mr. Passman. In this request. 

Mr. Coors. Yes. 

Mr. PassMan. So you are, in effect, back-dating the appropria- 
tion for January to June 30, and then you are asking for a full fiscal 
year appropriation; is that correct? 

Dr. Exsor. I believe that is correct. 

Mr. WicGLeswortuH. You are doing exactly the same thing in the 
U.N. Children’s Program and the Technical Assistance Program? 

Mr. Coorer. Yes, it is similar. 

Mr. Wiaeiteswortu. Why did you have to do it there? 

Mr. Coorsr. The same problem existed there. There was a United 
States pledge for the calendar year 1953, and the executive branch 
made the decision that it was desirable to apply a part of the funds 
appropriated for the fiscal year 1954 to complete the balance of the 
calendar year 1953 pledge, and then applied what remained toward 
the 1954 pledge of the United States—— 

Mr. WiaGcLesworts (interposing). If you were given funds for the 
fiscal year 1954, and utilized them all in the first 6 months of 1954, 
you were obviously not complying with the basis on which the funds 
were made available to you. In looking at this table, which may be 
wrong, it appears that is what has been done, that you are now asking 
for an appropriation for the second 6 months of the fiscal year. 

Mr. Frecutirnc. Mr. Chairman, I was in on some of the discus- 
sions and it may be that I can throw a little light on this. 

In 1952, there was authorized a contribution to the Childrens’ 
Fund totaling something over $16 million in respect to the 18-month 
period which ended December 31, 1953. 

Mr. WieeLeswortn. Are you talking now about authorization or 
appropriation? 

r. Frecatiine. Authorization. 

Mr. Wiceieswortu. Of course, that has nothing to do with these 
amounts made up here. 

Mr. Frecur.ine. In accordance with the authorization which was 
for an 18-month period, ending December 31, 1953, and of which 
approximately $6.6 million was previously appropriated, we requested 
the difference between the $6.6 million and the $16.4 million that had 
been authorized, and that amount was $9,814,333. The final action 
of the Congress last year was to appropriate $9,814,333. 

Mr. Wieeiesworta. For the fiscal year 1954? 

Mr. Frecutuina. For the fiscal year 1954; yes. Inasmuch as it 
had been presented and justified in terms of making complete our 
pledge to the calendar year 1953 program of the Children’s Fund, that 
amount was paid in during the fiscal year 1954 and was paid, of course, 
during the latter half of the calendar year 1953. e Children’s 
Fund operates on a calendar-year basis. 

Mr. Wiae.ieswortn. So that on this basis you will have $18,814,000 
available in fiscal year 1954; is that right? 
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Mr. Coors. No; we will have that much available for the 2 calendar 

ears; the calendar year 1953 and calendar year 1954; but 6 months of 

it will be fiscal year 1953; 12 months in fiscal year 1954, and 6 months 
in fiscal year 1955. 

Mr. Wieeieswortu. As I understand it, if you obtained and 
applied these funds as you suggest, you would have had available for 
the fiscal year 1954 $18,814,333; is that correct? 

Mr. Frecutuine. For the United States fiscal year 1954? 

Mr. Wiae_eswortn. You apparently had $9,814,000 in the previous 
period and you propose to allocate $9 million more to the last 6 
months? 

Mr. Coors. That $9.8 million was for the last half of the calendar 
year 1953 program. Since the Children’s Fund operates on a calendar 
year and we are on a fiscal year, that $9.8 million was applied toward 
the calendar year 1953 program, which covers the last 6 months of our 
fiscal year 1953 and the first 6 months of fiscal year 1954. 

Mr. Frecutiinc. May I speak to that? We would have had avail- 
able for the United States fiscal year 1954, and have contributed, 
$9,814,333. We are here before you requesting the appropriation of 
$13,500,000 for fiscal year 1955. 

Mr. Wiae.esworrs. Of which nine-million-odd-dollars you want 
for fiscal year 1954? 

Mr. Frecutiina. No; for the calendar year 1954 program of the 
Children’s Fund. 

Mr. Wiaetesworrtu. Half of that is in the fiscal year; is it not? 

Mr. Frecuriinc. Applying $9,814,333, which was appropriated in 
the United States fiscal year 1954, to calendar year 1953. 

Mr. Wiaaiesworrs. | understand that; | am talking about the 
proposed allocation of the $9 million to the calendar year 1954. 

Mr. Coors. It is included in the fiscal year 1954 to the extent that 
the part of the calendar year overlaps a part of the fiscal year; I think 
that is correct. 

Mr. Wiac.iesworts. How much in dollars and cents—of course, it 
is true that it overlaps. 

Mr. Coors. Half a year. 

Mr. WiaateswortsH. How much in dollars and cents? 

Mr. Coors. $4.5 million, or one-half of the $9 million, which is for 
the fiscal year 1955, since that is for the calendar year 1954 program 
of UNICEF. 

Mr. PassMAn. So you are operating one part on a calendar year 
and a half on the fiscal year? 

Mr. Coorr. And we are trying to bring the appropriations up to 
a current level, so in the future we will be operating on a United 
States fiscal year basis, and there will be no need to ask for funds 
covering a period in excess of 12 months after this year. 

Mr. Forp. The net effect would be that if the full amount of 
$9 million proposed for the calendar year 1954 is given out of the 
request here plus the $13 million in calendar year 1954 you will have 
received in cash from the United States $14,314,333? 

Mr. Coorr. I do not think that is right, Mr. Ford, because I 
think what you have to do is also to divide the $9.8 million in half, 
so that only $4.9 of that would apply to our fiscal year 1954. The 
other $4.9 million applies to our fiscal year 1953. 
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Then likewise to divide $9 million and put $4.5 million in our fiscal 
year 1954, and $4.5 million in fiscal year 1955, so that actually for 
fiscal year 1954, you might say that we have $9.4 million, which is 
half of both the $9.8 million and the $9 million. 

Mr. Passman. I do not know that I can contribute much to this 
explanation, Mr. Chairman, but I think I understand it. What you 
are really doing is running behind for a 6-month period and you want 
to be able to get on a fiseal-year basis, and you have to have an 
a that goes back 6 months for the fiscal year 1954. 

Mr. Coorg. Yes. 

Mr. Passman. And then you are asking for a full year’s appropria- 
tion to carry you through the fiscal year 1955? 

Mr. Coors. Yes. 

Mr. Wiec.ieswortna. Off the record. 

(Discussion off the record.) 

Mr. PassMan. If the program should close at the end of the calendar 
year, then you would have one-half of the appropriation left over? 

Mr. Coorn. That is true. 


CENTRAL FUND 


Mr. WiaGieswortu. Are the contributions to the central fund 
wholly for programs or do they include salaries and expenses also? 

Dr. Exior. These contributions to the central fund include the ad- 
ministration of the fund as well as the cost of the program itself in 
the countries. 

Mr. WiaGLeswortn. Who passes on the administrative setup and 
the cost for salaries and travel and things of that sort? 

Dr. Exior. There is an administrative committee of the executive 
board of the fund, and the United States is a member of that ad- 
ministrative committee. 

Mr. WiaGLeswortu. Does the State Department and the FOA or 
any other department or agency of our own Government come into 
that picture; do they approve it? 

Dr. Exior. The person in the United States Government who sits 
on the administrative committee is a member of the staff of the State 
Department, I believe. 

Mr. Coors. That is correct. 

Mr. WicGLeswortu. Does the State Department approve the ad- 
ministrative expenditures as well as the program for which this money 
is requested? 

Mr. Coors. The executive branch develops the United States posi- 
tion on these items. 

Mr. Wiae.eswortu. That is, the executive branch of our Govern- 
ment! 

Mr. Coors. Yes; the State Department and the FOA actually 
approve the United States position. However, the actual decisions 
are taken by the Executive Board of UNICEF, and the United 
States position may be outvoted. " 

Mr. Wicseniaroatn. The State Department, or the FOA actually 
My this whole recommendation before it comes up here? 

r. Coorr. Yes, they approve the estimates before they come up 


here; that is correct. 
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LACK OF INFORMATION ON 1955 PROGRAM 


Mr. WiaeLeswortH. We do not have anything before us. I have 
not looked over all of the tables, brit we have nothing before us, to 
show what the request is for specially. 

Dr. Ex1tor. This is the total amount of appropriation. 

Mr. WiceL_eswortH. But I mean for all United States funds. 

Mr. Coote. Of the $13.5 million, $9 million is for the UNICEF 

rogram in calendar year 1954, and $4.5 is for the 1955 program, which 
te not yet been developed in any detail. 

Mr. Wiaeixesworts. In other words, what you are saying is that 
you think you had better have about the same amount of money 
per annum as you requested for the last year or so, and if you get it, 
then you are going to decide what you are going to do with it; is that 
about what it comes to? 

Dr. Exsor. | would like to speak to that point. As a member of 
the executive board, I have some advance knowledge of the kind of 
programs that will be presented to the board at its next meeting in 
——- and at its March meeting next year. 

Mr. WiceieswortH. Normally agencies coming before the com- 
mittee indicate to us the program that they have worked up. 
However, what you want to do here, in this instance, as I see it, is 
this: You have nothing in being except a general desire to be helpful 
in this field, and then if the Congress decides to give you X dollars, 
you are going to do the best you can with what you get. Is that not 
just about what it comes to? 

Dr. Exror. Mr. Chairman, I would like to say that the advance 
planning of the staff of the fund is the only basis on which we have 
to go with respect to what may be presented to the executive board 
in the two meetings during the United States fiscal year. 

Mr. WieeLeswortu. Is not my statement substantially correct? 

Dr. Extor. Substantially correct, yes; but the fund is operated in 
quite a different way from the way in which the departments and 
bureaus of this Government operate in that, until the fund knows 
how much money the various governments are going to contribute, 
the fund is not in a position to know how much money can be allo- 
cated to the countries. In other words, it is necessary to find out 
exactly how much money is going to be contributed before we can 
develop the definite programs. b 

But I could put in the record at this point the basis on which the 
program will continue, the projects we expect to have before us in 
the September 1954 board meeting, and in the March 1955 board 
meeting. The programs are of the same type that I have des:ribed 
to you already. For instance, for Asia, the amount is approximately 
$6,450,000; for the Latin American program, the amount is $2.8 
million; Africa, $2,250,000; eastern Mediterranian countries, $1,850,- 
000, and a few European countries, $675,000. 

Mr. Wice.esworts. Why would it not be a good thing to have 
these plans passed upon before you come up for the money? 

Dr. Exror. It is not practical in the type of advance planning that 
is made with the countries to firm up these projects in exact amounts 
until it is known whether or not such a project actually can be financed. 

Mr. Wiac.ieswortnu. Well, it is like the hen and the egg, it seems 
to me. I think it would be much more satisfactory if you made 
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specific plans, and then came here and told us for what you were 
asking the money. 

Dr. Error. When a government gets into the position of saying 
that something is needed, for example, some country wants to have a 
yaws-control program, there is quite a long process of planning with 
the representatives of the Children’s Fund and the World Health 
Organization, as they will both be involved in this type of project. 

‘ow it may take actually months to plan in a country that has 
never done such a project before. If the country has to make any 
plans without knowing whether or not it can go ahead with the pro- 
gram, it seems unrealistic for the Government to proceed to spend 
not only the time but the money in developing the more detailed 
aspects of that planning. 

Therefore, there are some preliminary plans going forward, and what 
I have reported to you in terms of money is on the basis of ‘these pre- 

plans so as to give the executive board on the fund some idea 
as to the extent of the requests that will be coming in during the next 
ear. 

The whole process, you see, is an entirely different one from the 
process that we go through in our own Government here, and this is 
true of some other United Nations programs. It is a cycle that must 
be gone through before the can be firmed up. Therefore, 
the amounts of money that I have just indicated to you from the vari- 
ous countries are not firmed-up propo 

Mr. Wiccieswortx. We do not even have the proposals; we do 
not a what programs are being proposed; we do not have the 


. Dr. Extor. Until these proposals come before the board they can- 
= be presented as a firm program. 

o. Weebamedann Why should we not take the position that 
eau the proposals have been firmed up, then you come back and tell 
us what they are, and then we can loo ‘at them, and if they look all 
right, we will approve the funds? 

Dr. Exior. The Board must know at the time it makes the alloca- 
tion of the funds that the funds are actually available. 

Mr. WieeLeswortu. Let me ask you one other question: What is 
the status of this agency now; has it been given a permanent status? 

Dr. Exror. An indefinite, continuing status. 

Mr. WiaaLeswortn. That was done, when? 

Dr. Extor. In the General Assembly, i in the fall of 1953. 

Mr. Wiacieswortn. And you are still working along with the 
World Health Organization—— 

Dr. Exror. Yes. 

Mr. Wieeteswortu. And various other United Nations organiza- 
tions, and you think that each one is working in a separate field? 

Dr. Ex1ior. With adequate coordination between the organizations, 

es; I do think so. I keep in close touch with them because I know 
tom important it is, not only to us but to the organizations themselves 
to make certain that there is no duplication of work. 

Mr. Passman. Dr. Eliot, had you requested a deficiency appropria- 
tion for 6 months’ operation, then requested of this committee a full 
year’s appropriation, you would have really cleared the entire matter 
that made for some confusion, would you not? 

Dr. Exror. It might have been done that way. 
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Mr. Coors. Yes. 

Mr. Passman. That is, in effect, what you are asking? 

Mr. Coors. Yes. 

Mr. Passman. A deficiency appropriation for 6 months and a 

ular appropriation for a full year? 
aie Exror. I think it could be considered that way. 

Mr. Coorr. May I add one brief item? The $9 million we are 
asking for the calendar year 1954 program is against the estimated 
allocations of $15 million on which we submitted a table in the justifi- 
cation. 

Mr. WiaeLesworts. Which does not mean a thing to the members 
of this committee in terms of the usual data presented to us. 

Dr. Exror. That is correct. 

Mr. Frecutiinea. It is the same thing that is done with other 
international organizations. 

(Off-the-record discussion.) 

Mr. Frecuriine. What we are attempting to do here is to request 
funds for the current calendar year and for 6 months of the year follow- 
ing. Thereby we will be able to know with greater certainty that we 
are not making a commitment on behalf of this Government to con- 
tribute funds before the Congress has acted. 

Mr. Passman. In effect, you have already obligated this Govern- 
ment for 6 months of the 18 or which you are requesting funds; is that 
correct? 

Mr. Coors. No; we have not. We made it specifically clear that 
poe cae is subject to congressional approval. 

Mr. PassmMan. I know, but we are obligated morally to carry on, 
inasmuch as you go back for the first 6 months of the calendar year. 

Mr. Coote. Yes; perhaps to that extent. 

Mr. Wiaeieswortn. Thank you very much. 


SaTuRDAY, JULY 17, 1954. 


NATO Crvin1an HEADQUARTERS 


WITNESS 


HARRIS COLLINS, BUDGET OFFICER, OFFICE OF EUROPEAN 
AFFAIRS, STATE DEPARTMENT 


Mr. Wiaecteswortu. We have here a request for NATO civilian 
headquarters $3.2 million as compared with $1,169,000 in 1954, and 
$1,375,000 for the fiscal year 1953. 


BASIS OF ESTIMATE 


Mr. Couns. Yes. This item is in two parts. One is the estimate 
of the United States contribution to construction of the NATO 
civilian headquarters building and the other to the international staff. 

The United States contribution is 22.5 percent of the ordinary 
operating costs of the civilian international staff. The United States 
share of the operating costs is identical to the share met by the United 
Kingdom and by France. 

In addition to the cash payment to the NATO budget, $715,000, 
there is an item of $485,000 representing the cost of the United States 
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citizens’ payroll by the United States but detailed and loaned to the 
international staff to perform international functions. Those two 
items together represent $1,200,000 and constitute the United States 
cost against the ordinary NATO civilian headquarters budget, and 
that figure for the 1955 fiscal year compares with $1,169,000 for 1954. 

The significant portion of the increase is the item of $2 million 
representing the United States share of the cost of the construction 
of a permanent headquarters building for NATO in Paris. 

When NATO had to move from London to Paris in the spring of 
1952, there was made available a temporary building which had been 
erected for the 1951 session of the United Nations General Assembly. 
When that building was constructed it was with the understandin 
that it would be torn down upon the completion of the Genera 
Assembly session, and thus it was of temporary construction. 

The international staff has been using this building, and it has 
had to depend upon the use of this building longer than was originally 
intended. The engineers have now found it necessary to declare the 
structure as unsound. The French have provided a site for a perma- 
nent building and architects have been employed to draw up the 

lans. 
7 The total cost is estimated at $5 million, which would make the 
United States share approximately $2,250,000. The budget estimate 
ealls for $2 million toward the United States share, because it was 
felt that the construction would extend over a period of more than 
12 months, and that not more than $2 million would be called for 
from the United States during the United States fiscal year 1955. 

That item of $2 million for the United States share of the permanent 
NATO Headquarters Building, plus the two ordinary budget items of 
$715,000, plus the $485,000 makes a total of $3,200,000. 


CONTROL OF UNITED STATES OVER AMOUNT EXPENDED 


Mr. Wige_eswortH. What control has our Government over the 
money expended? 

Mr. Couurns. Sir, the normal budget represents the cost of the 
international staff for servicing the North Atlantic Council. The 
budget for the international staff is prepared by the Secretary General 
of NATO and is submitted to a budget committee on which the 14 
NATO member governments all have representatives. We have a 
representative on that committee, and when the budget is submitted, 
a copy is sent back to Washington and we determine the United States 
position, in the detailed items that are included in the budget. 

Mr. WiaeieswortH. Who is ‘‘we’’? 

Mr. Couuins. Primarily, the Department of State. 

Mr. Wiae._eswortu. But apparently we pay 22 percent plus of the 
operating expenses, and 45 percent of the capital costs? 

Mr. Couurns. That is correct. 

Mr. Wiac.eswortu. Is that the result of a treaty or an agreement? 

Mr. Couurns. It is the result of a negotiated agreement; yes. It 
was felt that for the normal operation costs of NATO, no one nation 
should stand alone at the top of the scale; 22.5 percent is the ident- 
~ percent for the United States, for the United Kingdom, and for 

rance. 
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It was felt that for capital items, a greater recognition should be 
given to the basis of capacity to pay. Statistics from the United 
Nations bodies indicated that on the basis of relative capacity to pay, 
the United States share would be in the neighborhood of 72 percent. 

Our negotiators were able to bring the United States operating con- 
tribution down to 22.5 percent and the capital-costs contribution to 
45 percent. 

Mr. WiceLeswortn. The operating expenses are building up some- 
what. 

Mr. Couuins. Yes; a small increase. 

Mr. Wiacitesworrn. And have been each year for the past 2 years. 

Mr. Couitins. There has been a modest increase; it is a relatively 
new organization, and it took some time to organize the international 
staff. 

PERSONNEL OF INTERNATIONAL STAFF 


Mr. Wiaeteswortn. How large is the staff; how many people 
do you have on the international staff? 

Mr. Couurns. There are 200 professional persons, assisted by 400 
clerical and service type of employees on the international staff. 

Mr. Wice.teswortn. How big is the staff, overall? 

Mr. Couurns. I am sorry, Mr. Wigglesworth, that is the overall 
staff. The United States nationals on that staff presently number 
approximately 25. They are predominantly in the key positions. 
such as the Assistant Secretary General for Production and Logistics, 
two Deputy Assistant Secretaries General, as well as those dealing 
with policy matters affecting NATO operations. 

We have, the United States has, people in key places, in the inter- 
national staff. 

Mr. Wiaciesworts. Well, if you divide the 600 into the $88,750, 
that would give you an average of about what? 

Mr. Couutns. The figure you quote is just the United States total 
assessment of the NATO budget. 

Mr. WicGieswortn. I see. So if you divide the 600 into the 
$3,950,000 

Mr. Coutuins. That would be the more logical division, I believe. 

Mr. WieeLeworrs. That would give you about how much? 

Mr. Couurns. A little bit more than $6,000. 

Mr. Per individual? 

Mr. Couutns. Yes. 

Mr. WiaGieswortnH. That is a pretty high average for the staff 
as a whole, particularly for a staff overseas, is it not? 

Mr. Couurns. That figure covers the total operating costs of the 
organization, not simply the salaries and allowances for members of 
the staff. 

Mr. Wiae.ieswortu. I understand that, but even so, it is a pretty 
high figure. The figure in this country does not run anywhere near 
that on the average, for the average agency. 

Mr. Coturns. I cannot speak for the average agency, but I believe 
the salaries in our agency approach that figure. 

Mr. WiaGLeswortu. $6,000 average? 

Mr. Couurns. Yes. I deal also with the Foreign Service budget 
for the general program of the Department of State, and the salaries 
average in that neighborhood, exclusive of operating costs. 
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Mr. WiceieswortH. Well, I am not familiar with that particular 
budget, but I would be surprised if it would run anywhere near that 
high as an average for the whole. 


PERSONNEL LOANED TO NATO 


Mr. WiaeLteswortH. What is this $485,000 for United States 
nationals loaned to NATO? 

Mr. Couutns. Under an arrangement with NATO, United States 
nationals who are appointed to the international staff are carried on 
the United States payroll, and in return for meeting the payroll, we 
receive a credit on the assessment against the United States for its 
portion of the NATO budget. The reason for that—there are two 
reasons—the Treasury desired that arrangement because it made it 
simpler relative to the liability for United States taxes of United 
States nationals on the staff. 

Second, the NATO salary scale is based on the European standard, 
and it was felt that it would not attract qualified Americans who nor- 
mally are able to get higher salaries here than NATO could offer under 
European rates. This arrangement has been agreed by the United 
States and by NATO. 

Mr. WiaciteswortH. How many people are there under this 
$485,000? 

Mr. Coututns. This covers 30 persons and that includes their salary, 
allowances, and the cost of transporting them and their families to 
and from Europe. 

Mr. Wiac.Leswortu. $16,000 plus, average per person? 

Mr. That is right, traveling costs that I 
mentioned. I would like to mention again that we have on the inter- 
national staff people who are in the top key positions. 

Mr. Wiac.Leswortu. The $6,000 average, and the $16,000 average 
is supposed to be based on the European salary basis? 

Mr. Coutuins. No; the second item represents the cost of United 
States nationals payrolled by the United States and loaned to NATO, 
and represents people who are paid on the United States scale, on the 
Foreign Service pay system. 

Mr. Wiae.eswortn. What is done is to loan those persons and then 
we exercise our own discretion as to salaries? 

Mr. Couurns. That is right. 

Mr. WiacieswortH. Do you have a breakdown of the staff that 
you could leave with the committee? 

Mr. Coturs. I do not have a complete breakdown; I can get that 
for you for the record. I have the details here on most of that num- 
ber, but I can get it complete for the record if you wish. 

Mr. WiacieswortnH. Will you please do that for the 30 positions, 
indicating their respective positions, and what each one of them gets 
in the way of salary and allowances and so on? 

Mr. Cottins. Yes, sir. 

(The information requested follows:) 
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United States nationals detailed to NATO civilian headquarters international staff 


Position title Salary Allowances 


Assistant Secretary General, Production and Logistics_. 

Deputy Assistant Secretary General, Political Affairs__ 

Deputy Assistant Secretary General, Economics and Finance. 

Chief, infrastructure section 

Director, office of 

Chief, shipbuilding 

Director, NATO Information ete 

Airport construction specialist 

Military budget screening and costing expert. 
Aircraft production specialist. 
Assistant to infrastructure board _._......__- 

Communications officer 

Economist_. 

Military budget cost analyst 

Staff assistant, electronics section 

Political officer 

Information specialist _- 

Pipeline engineer 

Depot and port facilities specialist__ 

Senior auditor 

Auditor 


ZEN 


= 


Press officer 

Chief statistical draftsman 
Military budget cost analyst 
Secretary 


33 


Total. 
Estimated travel and transportation of effects for new appointees, separating 
employees, and home leave for eligible continuing employees, including 
travel of their families. 


NATO CIVILIAN HEADQUARTERS BUILDING 


Mr. WicG.Lesworts. How big is the new building to be? 

Mr. Cou.ins. It is approximately 35,000 square meters; each square 
meter being approximately 10 square feet. 

Mr. WiaGtesworta. That is 350,000 square feet? 

Mr. Couurns. Square feet. A rough estimate of the construction 
cost was made by the architect at 50,000 francs per square meter, 
which works out to about $13 per square foot. 

Mr. WiaGLeswortnu. $13 per square foot? 

Mr. Couns. About $13 per square foot. These are very ge 
nary and tentative estimates. Bids have not been taken as yet. 

Mr. Passman. How would that cost compare with the costs in the 
United States? 

Mr. Couns. I believe the costs are lower. I happened to be 
coming over the military construction hearings and I noticed that 
some of the items are in excess; I noticed some at $22 to $28 per 
square foot. 

Mr. WiccLeswortu. What type of building is it? 

Mr. Couns. It is to be reinforced concrete, with stone facing. 

Mr. Wiccteswort. Where will it be located? 

Mr. Couurns. In Paris. 

Mr. Wiaatesworth. Is there no building available that could be 
acquired more cheaply for this purpose? 


$14, 300 
14, 300 4 
13, 200 4 
11, 850 4 
: | 11, 500 4 
13, 200 
14, 000 4 
11, 500 4, 
11, 850 
12, 550 4, 
12, 200 | 4 
11, 080 | 4 
10, 330 3 
11, 130 4 
q 11, 130 4 
9, 730 3 
5,313 | 
9, 950 | 
7, 563 | 
8, 961 
3 10, 850 
4 11, 130 
9, 950 
9, 710 
.| 61, 000 
Total estimated cost in fiscal year 1955 for United States nationals detailed 
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Mr. Couturns. No. Search for a suitable location has been going on 
since NATO had to move from London to Paris, and the conclusion 
of the Council was that this was about the only solution. 

Mr. Forp. When do they actually expect to initiate construction 
of this building? 

Mr. Coutts. The architects are working on the plans, and it is 
expected that if they go forward under normal operations, construction 
can be begun in about 6 months. 

Mr. Forp. Have the other contributors made their contribution 
to this construction program? 

Mr. Cotuins. No; no final cost estimates have been made, and no 
bids have been taken and no contributions have been called for or paid 
as yet. It is expected that the United States payment will be called 
for before fiscal year 1955 ends. 

Mr. Forp. Is this amount of $3,200,000 predicated on any particular 
authorization contained in the authorizing bill which is now before the 
Congress? 

r. Couurns. Yes; it is. 

Mr. Forp. Do you have the citation to the section that would be 
applicable? 

r. Couuins. Yes; I will get that. It is section 408. 

Mr. Passman. Mr. Collins, directing my question to the program 
of NATO civilian headquarters, page 440, and the matter of the 
United States share of the cost of the construction of this permanent 
headquarters building, the estimated total cost of the building is 
about $5 million and the United States share will be 45 percent, or 
about $2,500,000. 

Now, you are asking for a $2 million appropriation. Since you are 
getting so close to the total, why did you not request the total amount 
so you would not have to come hack next year and request the remain- 
ing $250,000? 

{r. Cottins. We wanted to do that, but $2 million was all that the 
Foreign Operations Administration and the Bureau of the Budget felt 
should be requested for next year. 

Mr. PassMan. But you are requesting approximately the entire 
appropriation, leaving just $250,000, and it may be when you get 
the final estimates you will find that the building is going to cost 
2 or 3 times that amount. Do I understand that after appropriating 
that amount, if the cost of the building exceeds the original estimate, 
we + ages also be obligated to contribute 45 percent of the additional 
cost? 

Mr. Couurins. We are obligated to contribute 45 percent of the 
total cost of the building, but I do not thirk the cost estimates, when 
they are finally completed, and bids from competent construction 
contractors are in, that there will be much differerce in the initial 
estimate that the architect has made. 

Mr. Passman. But this figure you have given us—— 

Mr. Cou ts. This is a tentative estimate, yes. 

Mr. PassMan. It is a tentative estimate? — 

Mr. Couuins. Yes, sir. 

Mr. Passman. And it could be more? 

Mr. Coutins. Yes, it could be more, and it is conceivable that it 
could be less. 
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Mr. PassmMaANn. But if it is more, and if we are obligated to con- 
tribute 45 percent of the cost, we would be obligated to appropriate 
45 percent of the remaining costs? 

Mr. Couuins. We are obligated to 45 percent, yes, but I would 
like to say, again, that we do have a representative on the NATO 
Budget Committee and on the North Atlantic Council, and they will 
nee the final decision on what the total cost of the building 
will be. 

Mr. WigeLeswortH. Thank you very much. 


SATURDAY, JuLY 17, 1954. 


PackinG, Hanpuine, Crating, TRANSPORTATION AND DrtreEcr 
OPERATING EXPENSES 


Mr. WicGiteswortsu. Mr. O’Hara, will you give us a statement on 
the items here entitled ‘Packaging, Handling, Crating, and 
Transportation.” 

EUROPE 


Mr. O’Hara, The first area, Europe, is on page 26. The total of 
the fiscal year 1955 request for Europe is $120.4 million. 

The program for fiscal year 1954 was $129 million. 

The amount of obligation as of May 31 for Europe for packaging, 
handling, crating, and transportation was $64,555,454. 

Mr. WiaceteswortH. That is for 11 months? 

Mr. O'Hara. Yes. The program represented by packing, handling, 


crating, transportation and direct operating expenses, covers general 
the cost of shipping and transporting supplies; and of procurement 
activities in the field, both in the United States and overseas. The 
greater bulk of it is in the United States. Generally, this is computed 
on the basis of a formula as to the estimated cost of the program—— 

Mr. WiaGcteswortH. Do you have an overall figure here? 

Mr. O’Hara. I have the totals if you would like. 

There is an item on page 149, Near East, $30.5 million for the 
fiscal year 1955. 

The program for the fiscal year 1954 was $29.3 million. 

The amount of the obligation of record as of May 31, $18,274,000. 

Mr. WiaG.Leswortn. That is for the Near East? 

Mr. O’Hara. That is right. 


ASIA AND PACIFIC 


Mr. O’Hara. For Asia and Pacific which is on page 252 of the 
book, the total for the fiscal year 1955 request is $41.8 million. 

The 1954 program is $51 million, even. And the amount of obli- 
gations as of May 31, $32,793,000. 


Latin AMERICA 


Mr. O’Hara. For Latin America, and the American Republics, on 
page 338: The total amount asked for fiscal year 1955, $2.2 million; 
the amount for the fiscal year 1954 in the a was $3.9 million 
and the amount of obligation of record as of May 31 was $2,164,000. 
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Mr. WiacteswortH. What is the total? 

Mr. O’Hara. The total of that is $197,600,000 requested for the 
fiscal year 1955. 

Mr. Wiaciesworrn. And for 1954, the total was how much? 

Mr. O’Hara. The 1954 total program was $213.2 million. 

Mr. Wiae._esworts. And the obligations? 

Mr. O’Hara. The obligations through May 31 as recorded aggre- 
gated $117,787,000. 

Mr. WiaGieswortuH. Do you have the expenditure figures? Gen- 
aay speaking, your programs are dropping off slightly all along the 


ine. 

Mr. O’Hara. Yes, sir. 

Mr. WieG_eswortH. But vou have in each instance a substantial 
carryover of unobligated funds, which, if added to the new money 
requested gives you considerably more available for 1955 than you 
had obligated in 1954. 

Mr. O’Hara. That is correct. Although we do not have the full 
year obligations yet; there should be somewhat more than one- 
eleventh of the obligations currently recorded, because the placement 
of bills of lading is delayed where there is a delay in shipping, but I 
think that a substantial part of the amount that has been programed 
in 1954 will not be obligated in full for shipment in this year. 


DELIVERIES BY AREAS 


I would like to suggest, in connection with this item, that if you 
would like, we could give you for the record the basis for the computa- 
hoa: of the figure against anticipated deliveries, which we do not have 

ere. 

Mr. Wiaeteswortu. Can you give us the actual deliveries? 

Mr. O’Hara. Yes. 

Mr. Wiae.teswortu. For 11 months, and the anticipated deliveries 
for 1955? 

Mr. O’Hara. I can give you the actual deliveries for the 11 months 
and the anticipated deliveries for the fiscal year 1955. 

I can give you something 

Mr. Wiaa.ieswortn. For this country? 

Mr. O'Hara. I can give you the total for Europe. 

Mr. Wiae.ieswortnu. The total for 11 months? 

Mr. O’Hara. The total of deliveries in Europe for 10 months. 

For the Army, it amounts to $995 million. 

For the Navy, it amounts to $208.6 million. 

And for the Air Force, $354.5 million. 

Mr. Wiceieswortu. The total is what? 

Mr. O’Hara. For 10 months, that was a total of $1,558 million. 

For the Near East and Africa, Army, $249 million; Navy, $15 
million; and for the Air Force, $45 million; for a total of $309 million. 

Mr. Wiaeteswortu. For 10 months? 

Mr. O’Hara. For 10 months; yes. " 

For Asia and the Pacific, the total was $347 million for Army; $52 
million, Navy; and $82 million for the Air Force. 

Mr. Wiae.teswortu. Making a total of how much? 

Mr. O’Hara. For a total of $481 million. 
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For Latin American countries, Army, $18 million; Navy $4 million; 
Air Force, $8 million; for a total of $30 million. 

Mr. WieeLeswortn. A total of $30 million? 

Mr. O’Hara. That is right. 

The estimate for the fiscal year, deliveries which was given by 
General Stewart aggregated $3,100 million as I recall. 

Mr. Worldwide? 

Mr. O’Hara. I have a table showing that here. $3,141 million 
worldwide was the estimate, and that compares with the total through 
May 31 of $2,671 miliion in the fiscal year 1954. 

Mr. Forp. Does this appropriation depend upon any particular sec- 
tion of H. R. 9678? 

Mr. O’Hara. It is not a separate appropriation, and has never 
been appropriated as such. It is a budget project; it is appropriated 
under the general authorization for military assistance. 

Mr. Forp. It comes from appropriations for overall military 
assistance? 

Mr. O’Hara. Yes, sir. Figured on a priority basis, to pay for 
shipment of materials when they are available is the highest priority 
we have in the material end of this business. 

We put the priority, as I understand it, as highest for training; 
next, on the shipment of materials. 

Mr. Forp. Under the titles as given here in the various portions of 
the book before us: Packing, Handling, Crating, and so forth, does 
that definition include transportation? 

Mr. O’Hara. Transportation and direct operating expenses: the 
expense of running the procurement system and supply so far as 
MDAP is concerned, and the packaging, shipping, procurement of 
materials which are actually a part of the MDAP program. 

Mr. Forp. The transportation includes actual shipment overseas? 

Mr. O’Hara. Yes, sir; and inland except for new procurement 
items where there is direct transportation from the factory to the 

rt—as there is in some instances, such as aircraft—which is included 
in the cost of the contract. 

Mr. Forp. Are some of these shipments cverseas mace via MSTS? 

Mr. O’Hara. Yes; the percentage of shinments will be largely, 
the largest percentage, in United States-flag commerical veneae 
The total amount for the United States vess+Is, »s I recall, is nearly 80 
percent. I can get the exact figures as to whet itis. But the material 
shipped in MSTS where we have bare bo ts chartered, or United 
States-owned vessels, is largely ammunition end special classifications. 
United States-flag commercial vessels carry 67 percent of the MDAP 
shipments, carried that much throvgh April 30, 1954. 

Mr. Forp. Out of the military assistance program? 

Mr. O’Hara. That is correct. 

Mr. Forp. When was this set of figures for packaging, handling, 
crating, and transportation worked up? 

Mr. O’Hara. The last review of it was made about 3 weeks before 
we had our report for April. 

Mr. Forp. That would be April of 1954? 

Mr. O’Hara. It was actually made in the early part of May 1954. 

Mr. Forp. When did MSTS make the change in their rates? 

Mr. O’Hara. They have made some of them applicable to this 
program, and I think some of that has been reflected in the obligations. 
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Mr. Forp. At the time we had the military budget up in April and 
May there was a 10-percent reduction in the shipping costs of MSTS. 
Is that being reflected in bere? 

Mr. O’Hara. As far as I know, some of it. I am not certain what 
it is, but some of it has been reflected in the actual obligations but it 
has not been reflected in the program. It has been fully accounted 
for in the actual working out of the obligations. 

Mr. Forp. It would have been in the actual obligations, but I am 
thinking of the total funds for the fiscal year 1955; have you taken into 
account the probable MSTS reduction which we understood was made 
or was about to be made, in the latter part of the fiscal year 1954 or the 
early part of fiscal year 1955? 

Mr. O’Hara. We have not. 

Mr. Forp. Could you take the figures which you have presented 
here which include these charges, and make a readjustment and tell 
us what the differential may be? 

Mr. O’Hara. The amount that is carried in MSTS is approxi- 
mately 10 percent of the total tonnage—67 percent in commercial 
vessels and about 10 percent MSTS and the balance, or 23 percent, 
in aonenne vessels. I will get you, as near as I can, the figures as 
to t. 

Mr. Forp. It would not have to be down to the penny, but, as I 
understood the testimony, there will be a reduction, a considerable 
reduction, in the MSTS transportation costs. 

Mr. O’Hara. That is correct. 

Mr. Forp. For the fiscal year 1955. If you will submit that. esti- 
mate for the record and to the committee, we can carry that out in 

Mr. O’Hara. I willl be glad to do so. 

(The information requested follows:) 

The amounts of MSTS reductions, at 10 percent of past tariff rates, if they 
should apply to fiseal year 1955 MDAP ocean transportation, would reduce the 
amount requested by $1,534,000, approximately; $74,000 in Navy shipments for 
MDAP, $900,000 in Air Force, and $456,000 in Army. MSTS has advised that 


such reductions, which were made in fiscal year 1954, are not contemplated for 
fiscal year 1955. 


Mr. WiaeteswortH. Thank you very much, gentlemen. 


SatTurDAY, JuLy 17, 1954. 


UNITED NATIONS TECHNICAL ASSISTANCE 


ALVIN ROSEMAN, DIRECTOR, OFFICE OF PUBLIC SERVICES, FOR- 
EIGN OPERATIONS ADMINISTRATION 

CHRISTOPHER H. PHILLIPS, SPECIAL ASSISTANT TO THE ASSIST- 
ANT SECRETARY OF STATE, UNITED NATIONS AFFAIRS 


AMOUNT OF REQUEST 


Mr. Taser, The next program we have is United Nations tech- 
nical assistance. How much money are they asking for? 

Mr. Murpuy. That amount is $17,951.63) o» The top part, of page 
425 shows the distribution of the funding by fiscal years, and the sec- 
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ond block shows the ip preranay: of those funds by a calendar-year 
program of the United Nations Technical Assistance Agency. 

Mr. Taper. For what is the $16 million? 

Mr. Murpnuy. That is the calendar-vear program expected to be 
carried out by the United Nations Technical Assistance Agency. 

Mr. Taser. What is the $8 million figure? 

Mr. Murenuy. The $8 million represents one-half of that amount, 
which we were proposing to contribute out of the $17,957,621 shown 
above in the proposed appropriation for fiscal 1955. 

This is a case where the agencies involved operate on a calendar- 

ear basis and the appropriations, of course, are requested by the 
Inited States on a fiscal year basis. So one fiscal appropriation 
request here would pay the first half of one calendar year budget 
of the United Nations and the last half of another. 


STATUS OF OBLIGATIONS 


Mr. Taper. So that we can have a little picture of how things are 
going, for the 1954 fiscal year there was set up $8.5 million. Was 
there in addition to that a carryover that was available? 
Mr. Murpnuy. No, sir; there was not. 
Mr. Taser. What have been the obligations out of that $8.5 
million? 
Mr. Murpuy. That is fully obligated. 
Mr. Taner. Does that $17 million represent 18 months rather than 
2? 
Mr. Murpny. No, sir; it represents the United States proposed 
contributions during our fiscal year 1955. 
Mr. Taser. Why is the increase of a little over double what last 
year was? 
Mr. Murpeny. I think Mr. Phillips probably can explain that more 
satisfactorily than I can. 


GENERAL STATEMENT 
Mr. Putuirs. I will be happy to speak to that subject. I am 
Christopher Phillips, special assistant to the Assistant Secretary of 
State for United Nations Affairs, and am appearing for the first time 
on this item. 

I had proposed, if agreeable to the committee, to leave a principal- 
witness statement and then explain briefly some of those points you 
brought out. 

Mr. Taser. Go ahead. 

(The statement referred to is as follows:) 


MULTILATERAL TECHNICAL COOPERATION 


Pending before this committee is a request for appropriation of $17,958,000 as 
the United States contribution to the United Nations expanded program of 
technical assistance from fiscal year 1955 funds. This is mage an increase of 
tr ee oak $9,500,000 over the amount appropriated for fiscal year 1954. 

the $8,500,000 appropriated for fiscal year 1954, approximately $4,600,000 
was used to complete the payment of the United States pledge for calendar year 
1953. This left a balance of $3,900,000 available to apply toward the United 
Nations calendar year 1954 program. 

The United Nations Technical Assistance Pledging Conference was held in 
November 1953. At that Conference the administration was faced with two 
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alternatives: to pledge only the amount already a propeinted, i. e., $3,900,000, 
or to pledge a larger amount, a part of which would be subject to congressional 
approval. The first alternative would have meant such a sharp reduction in 

nited States support and in the total program that there would have been a 
serious question as to whether the program could continue. In view of the 
importance which this Government attaches to the United Nations expanded 
technical-assistance program as a part of a total effort to assist underdeveloped 
countries, the latter course seemed more appropriate. Ambassador James Wads- 
worth, erg United States representative to the United Nations, represented 
the United States at the Technical Assistance Conference and during the 
Conference set forth the following conditions on the United States pledge: 

(1) Other governments must begin to bear a larger proportion of the inter- 
nationally financed cost of the program. 

(2) Of the $13,861,809 pledged, $9,957,621 was specifically stated as being 
subject to congressional approval. The balance of $3,904,188 was stated to be 
already available from funds appropriated by the Congress. 

Other governments increased their pledges to a total of approximately $10.4 
million in support of the calendar year 1954 program. As previously indicated, 
$9,957,621 was pledged subject to the approval of Congress, and the appropriation 
of this amount is now being requested. In addition, the amount of $8 million is 
being requested out of fiseal year 1955 funds as approximately one-half of a pro- 
posed United States contribution toward the calendar year 1955 program. 

The Congress last year in appropriating funds for this program indicated that it 
wished to appropriate only those funds which would be required during the fiscal 
year, and that it did not wish to provide funds for a period beyond the end of the 

nited States fiscal year. The United Nations program operates on a calendar- 
year basis, with a pledging conference held prior to the beginning of the calendar 
year. Since only one-half of the proposed contribution for calendar year 1955 is 
now being requested, the executive branch at the next Pledging Conference will 
therefore be in the same position for 1955 as it was for 1954, that is, it will have to 
make a pledge for the calendar year, a part of which necessarily will be subject to 
congressional action. 

Since the objective of the United Nations acpenced technical-assistance pro- 
gram is to assist countries which are economically underdeveloped and therefore 
unable to pay the full cost of the assistance they need, it was necessary for so- 
called developed countries to bear the largest share of the internationally financed 
portion of the cost of the program when it was first established in 1950. This is 
still true. However, by 1954 conditions had changed to the extent that the 
United States could begin to reduce the percentage of its contribution in relation 
to those of other contributing governments. The financial situation of other 
“developed” countries participating in the program has improved in recent years 
and other governments have increased their pledges from $8 million in 1950-51 
to approximately $10.4 million in 1954. The percentage of the United States 
pledge for colander year 1954 was therefore reduced to 57 percent of total pledges, 
as compared to a contribution of 60 percent for the first 3 years of the program. 
This reduction is the first step in a gradual reduction toward a goal of 50 percent 
for the proportion of the United States contribution to the central account. 

Funds from the central account are used for the internationally financed costs 
of the program. These funds, however, represent only 38 percent of the estimated 
total costs of the program. The remaining 62 percent consists of “local contribu- 
tions” made by the governments receiving assistance toward the local costs of 
projects. Such contributions take the form of local currency, personnel, services, 
facilities, and locally available supplies and equipment. Both “local contribu- 
tions” and contributions to the international account are essential to the success 
of the United Nations technical-assistance program, since this is basically a. self- 
help program. ‘Local contributions’’ are estimated at $39,785,000 for 1954. 
When all contributions to the program, including the local contributions as well 
as those to the central account, are taken into consideration, the United States 
pledge for 1954 amounts to approximately 22 percent of the total program. 

Two reports have been published recently which support the United Nations 
technical-assistance program and continued United States participation in the 
program, The International Development Advisory Board under the chairman- 
ship of Mr. Eric Johnston reported to Mr. Harold Stassen, Director of Foreign 
Operations, in December 1953, and included in its report the following comments 
on the United Nations expanded technical-assistance program: 

“Technical assistance to underdeveloped countries was neither conceived as an 
entirely American undertaking nor has it been conducted as such. The United 
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States technical-cooperation program is paralleled and complemented by the U. N. 
expanded technical-assistance program, which, although smaller in dollar amount 
than the United States program, is vital both to American foreign policy and to 
the success of the United States program itself. The need for economic and social 
development is so vast and so urgent that no one country or international agency 
can meet the requirements. It will take the combined resources of both national 
and international agencies, working with the people of the underdeveloped areas 
themselves, to do the total job. The use of both approaches offers better hope of 
realizing the desired objectives than the exclusive use of either. 

“The Board believes that despite imperfections of organization and administra- 
tion and any failures that might have occurred, it is, in the aggregate, one of the 
world’s great movements and the most popular of all U. N. programs in the social 
and economic field. * * * 

“The U. N. expanded technical assistance program is the best answer to the 
propaaancs blast of ‘American imperialism’ directed against the bilateral United 

tates program. By enabling other countries to join in as givers rather than 
merely takers, it makes technical assistance ‘their’ program, makes it clear to them 
that we do not aim at ‘Americanizing’ the world but at helping each country to 
build freedom and prosperity out of its own resources, with its own heads and 
hands and on the foundation of its own heritage.” 

Among the recommendations of the International Development Advisory 
Board are the following: 

“1. The Board hopes that a significant expansion can take place in the U. N. 
expanded program of technical assistance. Contributions already received and 
pledged will determine the limit for the time being. However, the Board believes 
that an effort should be made to encourage all countries able to do so to increase 
contributions so as to double the size of the present program within a period 
of 5 years * * *. 

“2. The Board believes that it is neither provocative of international coopera- 
tion nor in the best interests of the U. N. program of technical assistance for the 
United States to continue to contribute 60 percent of the total budget. How- 
ever, the Board recognizes that a reduction of the United States share must be 
accomplished gradually. The Board, therefore, recommends that the United 
States announce its willingness to see the U. N. expanded program of technical 
assistance doubled over a period of 5 years, and that as the total goal is doubled 
the United States share will be reduced to not more than 50 percent. At the end 
of the 5-year period, a reassessment should be made of the situation.” 

The Commission on Foreign Economic Policy under the chairmanship of Mr. 
Clarence B. Randall in its report to the President issued on January 23, 1954, made 
the following statement, with no minority expressing opposition to this view: 

“The Commission also recommends that the United States continue its support 
of the United Nations expanded technical assistance program and the small 
program of the Organization of American States through which the technical 
skills of many countries can be better mobilized and some dependent area and 
regional problems can be more effectively approached than through bilateral 
programs. 

“The Commission attaches special importance to the strengthening of the 
technical assistance work of the United Nations. It believes, however, that no 
country should contribute as much as 60 percent of the financing of this world- 
wide cooperative effort. It believes that some expansion of this program would be 
desirable but that the United States percentage share of the cost should be re- 
duced.’ 

Technical assistance is being furnished to the governments of underdeveloped 
countries by over 1,000 experts recruited from more than 60 countries by the 
United Nations and the specialized agencies. These internationally recruited 
experts work with the governments and the people of the underdeveloped countries 
in helping them to solve their most pressing problems of economic development. 

The program also operates by providing fellowships for representatives of under- 
developed countries in order to provide specialized training abroad which will be 
useful in carrying out further the work undertaken by the international experts. 
During 1953, some 1,700 fellowships were awarded under the United Nations 
expanded program. The international agencies also supply a small amount of 
demonstration equipment, but in view of the total funds available, it is obvious 
that it is not possible for a large supply component to be financed under this 
program. 

The provision of technical assistance to underdeveloped countries is provin 
to be an effective means of advancing United States interests. The United 
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Nations expanded technical assistance program is an important element in pro- 
viding this help to underdeveloped countries, since it is a cooperative endeavor in 
which the underdeveloped countries are both contributors and receivers of as- 
sistance. It is, therefore, important that the United States should continue its 
support of this program at a level commensurate with its interest. 

Mr. Puivuirs. This program is the United Nations expanded pro- 

m of technical assistance. It is a multilateral program in which the 

‘nited States participates. 

As you pointed out, we are projecting a program of approximately 
$18 million for fiscal 1955 appropriation. One of our problems in 
determining the needs for the fiscal year, as has been pointed out, lies 
in the difference between the fiscal year of the United Nations and 
the fiscal year of the United States. The United Nations fiscal year 
corresponds to the calendar year. 

It may be helpful to clarify the figures so as to point out how the 
fiscal year 1954 appropriation was used. Of the total appropriation 
for 1954, $4,600,000 was used to complete the payment on our pledge 
for the calendar year 1953. That left a balance of $3,900,000 of the 
1954 fiscal year appropriation to apply to the calendar year 1954 
United Nations program. 

We were faced with the problem of two alternatives at the pledging 
conference which was held in November of last year: We had either to 
pledge $3,900,000, the amount of available appropriated funds toward 
the calendar year 1954 program, or to pledge a larger amount subject 
to congressional approval. Because of the great importance we attach 
to this program, we decided to make the larger pledge, the difference 
between $3.9 million and the larger amount, subject to congressional 
approval. The $8 million to which you referred represents approxi- 
mately one-half of the estimated 1955 calendar year program. 

I have here a large blownup chart which I think may help clarify 
this question, if you care to see it. 

To project this same pattern into the 1955 fiscal year, $9,900,000 
would be applied to the remainder of our pledge for the calendar year 
1954. 

REASON FOR INCREASE IN U. S. PLEDGE 


Mr. Taper. Why was that increased to more than double what it 
was the year before? 

Mr. Puitures. Our total pledge for calendar 1954 amounted to 
$13,861,809. 

Mr. Taper. Why was it increased so that it was so much bigger 
than it was before? 

Mr. Puiurps. It was increased in part because there were increases 
by other nations, thereby increasing the total size of the program, 
This $9.9 million of the sum we are requesting from your committee 
will be applied to complete payment on our pledge for calendar year 
1954. That would leave about $8 million available to apply toward 
the calendar year 1955 program. 

We have a pledging conference which comes up in November of this 
year. The United States along with other nations will participate 
in that conference at that time. One of our difficulties has been to 
determine how much we could pledge. We have usually had to make 
pledges subject to congressional approval. In this instance, the sum 
of $8 million would represent approximately half of the United Nations 
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program for 1955 and these two figures combined bring the total to 
$17,957,000. That represents an increase of approximately $9.5 
million over last year. 


COMPARATIVE TABLE OF PLEDGES AND PAYMENTS 


Mr. Gary. Mr. Chairman, I wonder if we could have a table show- 
ing the contribution of each of the other countries, similar to the table 
presented in connection with one of the other programs. 

Mr. Taser. I think that would be in order. Do you have that? 

Mr. Puruups. Yes; I have that here. 

(The table above referred to is as follows:) 


Comparative table of pledges and payments as of June 30, 1954! 
[United States dollar equivalent} 


1952 1953 


Country ] 


Payment Pledge | Payment | Pledge | Payment 


i 
7, 001 $10, 000 | $10, 000 | $10, 000 
Argentina | 200, 000 200, 000 200, 000 | 300, 000 | _.. 
Australia... ..... 190, 000 400,000 | 400, 000 $200, 000 
[SES | 19, 231 19, 231 19, 231 | sf — 
270,000} 283,500 270,000| | 000 
12, 500 25, 000 25, 000 | 7,895 |_.._- 
| 459, 459 459, 459 374, 551 | 540, 541 54, 000 
Burma 8, 000 12, 000 12, 000 
Byelorussian Soviet Socialist 
Cam ia 5, 5, 000 5, 000 ia 
Canada_- 800, 000 \ 1, 500, 000 
Ceylon 5, 5, 15, 000 
Chile. 194 74, 19 209, 032 
China... 10, 000 
Colombia. 100, 000 
Costa Rica 5, 000 5, 000 5, 000 
Czechoslovakia. - 69, 444 69, 444 
Denmark _ 8, )é 434, 342 434, 342 | 230, 201 
6, 6, 400 


12, 000 | 


2, 500 2, 806 
43, 860 3, 3, 5 65, 790 


Libya 
Luxembourg_- 
Mexi 


55, 999 
151, 103 
3, 000 


49755—54——-29 


t 

1954 

Egypt 81, 850 81, 850 86, 157 86, 157 86, 157 86, 157 

El 5, 000 5, 000 6, 000 | 6, 000 | 

Federal Republic of Germany| 119, 048 119, 048 148,810 | 148,810! 148.810 

10, 000 10, 000 10,000 | 10,000, 10,000 | 5, 000 

France................--..-.--| 1,064,643 | 1,064,643 | 1, 207, 500 1,207, 0 | 1, 207, 500 | 1,207, 500 
Greece 20, 295 20, 295 20,295 | "20,295 5,000 | 5,000 
7, 500 7, 500 7, 500 32. | 7, 
Haiti____. pegpappenncnnsarsee| 12, 000 12, 000 12, 000 | 12, 000 | 12, 000 | 12, 000 
Honduras...___. 8, 000 8, 000 9, 600 9. 600 8. 000 

reland_...... 14,002 | 14, 002 14, 001 3 
28, 003 28, 003 40,000 40, 000 50,000 | 40, 000 
, SE 80, 000 80, 000 80, 000 80, 000 80, 000 80, 000 

ne 5, 000 3,000 3,000 3,000 3,000 3,000 
6, 846 6, 846 6, 846 6, 846 

3, 000 | 3, 000 3, 600 3.600 

2, 500 2, 500 2, 50 | 2, 500 | 2, 500 2, 500 

34, 682 34, 682 34, 682 | 34, 682 34, 682 

i Wc 2, 857 2, 857 1, 143 | 1, 143 1, 429 1, 429 

Netherlands. 400,000 400, 000 421,053 | 421, 053 600,000 | 300, 000 

New Zealand. 015 126, O15 125,503 | 128,503 | 125, 593 | 125, 593 

Nicaragua 5, 000 5, 000 5,000 | 5, 000 | §,000 

55, 999 | | 69. 999 | 69, 999 97, 998 | 55, 999 
Pakistan._..-.----.-----.--.-| 151, 103 | 166, 213 | 166, 213 | 166, 213 45, 331 
3,000 3, 000 3, 000 3,000 | 3, 000 

See footnotes at end of table, p. 448. 
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Comparative table of pledges and payments as of June 80, 1954 \— Continued 
[United States dollar equivalent] 


1952 | 1953 | 1954 


Country 
Pledge | Payment | Pledge | Payment | Pledge | Payment 

$5,000 $5,009 $5, 600 $5,000; $3,000) 

50, 50, 000 50,000 | 50, 000 55,000 }...... 
Saudi Arabia. --.............- 15, 000 15, 000 15, 000 15, 000 15, 000 15, 000 
NRCS EIT eats e 357, 336 357, 336 386, 623 386, 623 483, 279 96, 656 
Switzerland a 218, 862 218, 862 233, 372 233, 372 233, 372 58, 343 

Syria ae 11, 410 11, 410 11, 410 11,410 11, 410 

Thailand 34,000 34, 000 40, 000 40,000 
182, 000 182, 000 183, 571 183, 571 
United Kingdom. _._.......-- 1, 260, 151 1, 260, 151 1, 400, 168 1, 400, 168 | 1, 820,218 1, 820, 218 
United States.._....._........| 11,400,000 | 11,400,000 |? 12, 767,145 | 12, 767,145 |913, 861, 809 3, 904, 188 
50, 000 50, 000 75, 000 74, 625 
me Se 20, 000 20, 000 25, 000 25, 000 45, 000 32, 500 
, SE 7, 500 7, 500 7, 500 7, 500 7, 500 7, 500 
50, 000 50, 000 62, 500 82, 500 82, 500 
18, 797, 232 | 18, 743,072 | 21,395,687 | 21,079,209 | 24, 319, 520 9, 689, 502 


1 Number of countries pledging per eer 1952, 65; 1953, 69; 1954, 71. 

2 Of this amount $8,171,333 was paid from funds appropriated for fiscal year 1953 and $4,595,812 from 
funds appropriated for fiscal year 1954. 

3 Of this amount $9,957,621 was pledged subject to congressional Per. 

4 Pledge for 1953 program originally offered in July 1953 with limitations attached which made it 
unacceptable. These limitations were removed in March 1954 and contribution was then accepted. In 
June 1954 the U. 8. 8. R. offered 4 million rubles, equivalent to $1,000,000, for the 1954 program. 


Note.—These figures represent contributions to the U. N. technical assistance special account from 
which allocations to the participating agencies are made. They do not include contributions made by 
recipient governments to the cost of projects carried out in their own countries in local currency or goods 
and services. These local contributions are estimated to be approximately twice the cost borne by the 
participating agencies financed from the special account. 


Mr. Paturps. I would like to say a word about the percentage. 
There has been some feeling that the percentage of our participation 
in this program was too high. Heretofore it has been about 60 percent. 
It seemed desirable that the United States should begin to reduce the 

roportionate share of its contribution to the special account for the 
Dnited Nations technical assistance program. 

When the program began in 1950, it was evident it would be neces- 
sary for the so-called developed countries to bear a larger proportion 
of the cost than they would be expected to bear of the regular United 
Nations budgets. Therefore in the beginning the United States felt 
it was in its interest to pay as high as 60 percent in order to get the 
program established and undeiway. 

By November of 1953 at the last pledging conference, it appeared 
that other governments could begin to carry a larger share of the 

rogram. § we announced, as a matter of policy, that the United 
States share of the Central Fund would be gradually reduced —and 
the amount contributed to the special account for the 1954 program 
will accordingly be 57 percent as against 60 percent in the previous 

ear. 
. We are now moving in the direction of a 50-percent contribution 
by the United States. This would represent 50 percent of the total 
amount in the special account as against 60 percent which we have 
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contributed up to the present time. 
2 percent a year. 


central account ; 


local contribution. 


the figures broken down. 


(The table referred to above is as follows:) 


We are moving towards this 
goal of 50 percent in accordance with the recommendation of the 
Faternational Development Advisory Board under Mr. Eric Johnston, 
and we anticipate reaching that goal by dropping at the rate of about 


I would like to emphasize that this 50 percent applies only to the 
it does not include the so-called local cost contribu- 
tions made by the recipient governments. 
local cost contributions along with the pledges to the central account, 
the United States share of the total program approximates 22 percent. 

If I might briefly show you one last chart, it very well illustrates 
the actual United States share of the total program including the 


This pie is the total amount of money spent on the United Nations 
technical assistance program, including the amounts contributed by 
the recipient countries as local cost contributions. 
is the amount that the United States—— 

Mr. Taper. That does not show in the record. 

Mr. Puiuurrs. The table which we would be glad to submit shows 


Pledges to central account, local contributions, and funds allocated for country assist- 
ance, calendar year 1954 


When you consider the 


Here, for example, 


Contribu- 
tions and 
pledges to 
central 
account 


Percent 


Estimated 
local con- | 
tributions | 
by assisted | 
governments | 


tal pledges 


Funds allo- 


to central eated for 
account and country 

local con- assistance 

tributions (estimated) 


North America: 
United States 1 $13, 861, 809 
ad 000 


15, 361, 809 | 


-| ? $13, 861, 809 
1, 500, 000 


Czec 


oe 434, 342 
10, 000 


Net 
Norway 
Poland 
Spain __. 
Sweden ____- 
Switzerland _- 
United Kingdom 
Yugoslavia 
Vatican City 


25.12 | 


3, 155, 000 | 


9, 260, 925 | 1, 399, 996 


and local contributions by assisted governments. 


1 Of this amount, $9,957,621 was pledged subject to adinideant approval. 
? The United States ‘pledge represents approximately 22 percent of the total of pledges to the central fund 


| 
| 
| 57. 00 Fe 
Europe: 
19, 231 . 08 $333, 000 | 352, 231 $29, 989 
Byelorussian Soviet Socialist | 
‘04 50, 000 | 60,000 | 19, 675 
Germany, Federal Republic of__, 148, 810 
Greece 5,000 .02 35,000 | 40,000 | 95, 341 
Iceland 2, 806 3,000 | 5, 806 1,015 
96. 000 | .39 21, 000 117,000 44, 900 
1,000 | 1,000 | 15, 000 
201, 495 | 83 1, 281,000 | 1, 482, 495 522, 467 
82, 500 | 4 1, 426, 000 | 1, 508, 500 | 666, 572 
5, 000 5, 000 | 5, 037 
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Pledges to central account, local contributions, and funds allocated for country assist- 


ance, calendar year 1954—Continued 


| 
Total pledges 


Latin America: 


Contribu- Estimated Funds allo- 
tions and loeal con- to central eated for 
pledges to Percent | tributions | account and country 
central by assisted local con- assistance 
account governments| tributions (estimated) 
Near East and Africa: 
Regional projects. ..............- $435, 234 
261, 462 
British West Africa_- 8, 200 
French Africa... 17, 805 
Gambia . 6, 000 
Gold Coast... 48, 375 
17,345 
24, 000 
41,325 
216, 180 
Saudi Arabia on 139, 735 
Doetebssa:222- 22222022222 286. 915 1.18 9, 325, 000 9, 611, 915 5, 195, 753 
Asia and the Far East: 
12, 000 828, 000 840, 000 697, 045 
143, 000 143, 000 119, 852 
15, 000 06 3, 834, 000 3, 849, 000 
15, 000 . 06 590, 000 605, 000 178, 422 
300, 000 1,23 5, 855, 000 6, 155, 000 
65, 790 2, 888, 000 2, 953, 790 725, 729 
80, 000 3, 000 83, 000 4, 071 
3, 000 1, 000 4, 000 10, 250 
240, 000 240, 000 76, 141 
14, 000 000 72, 578 


Dominican Republic. 
> shes 8, 000 


23255: 


166, 213 68 3, 071, 000 3, 237, 213 854, 470 
55, 000 587, 000 642, 000 260, 759 
97, 000 97, 000 91, 486 
40, 000 -16 1, 875, 000 1, 915, 000 663, 753 
7, 500 33, 000 40, 500 10, 847 
vo 1, 287, 953 5, 28 20, 250, 000 21, 537, 953 5, 867, 330 
Rie epee 1, 140, 000 1, 140, 000 1, 083, 731 
- 03 181, 000 188, 895 281, 286 
2. 22 761, 000 1, 391, 541 379, 951 
.24 525, 000 583, 909 251, 037 
. 58 511, 000 000 212,010 
- 03 300, 000 137, 410 q 
17, 000 29, 050 
203, 000 61, 146 
373, 000 263, 427 
| 287,000 179, 352 
| 123, 000 144, 775 7 
124, 000 117, 688 
| 170, 000 90, 425 
1, 310, 000 327,719 
43. 000 79, 975 
n. a. 131, 235 
515, 000 257, 438 
382, 000 140, 136 
5,000 42,150 
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Pledges to central account, local contributions, and funds allocated for country assist- 
ance, calendar year 1954—Continued 


| | | 
Contribu- Estimated |Total pledges) Funds allo- 
tions and localcon- | tocentral | cated for 
pledges to Percent | tributions | accountand | country 
central by assisted | localcon- | assistance 
account governments | tributions (estimated) 
| 
Latin America—Continued 
dn chiiduabicedevtd adios $45, 000 0.19 $34, 000 | $79, 000 | $43, 500 
24, 000 | 24, 000 | 45, 225 


| 
| 
| 24, 319, 529 | 100. 00 39, 785, 000 64, 104, 529 | 317, 252, 477 


3 The total of funds allocated for country assistance is the estimated cost of projects approved by the 
Technical Assistance Board in December 1953 for execution in 1954, Additional projects may be approved 
as funds become available. The total shown does not include estimated central administrative and in- 
direct operational costs of the participating organizations or the estimated cost of the secretariat of the 
Technical Assistance Board. 


Mr. AnperRsEN. The major point the chart brings out is the fact 
that the United States actually contributes about 22 percent of the 
total amount of money avilable. 

Mr. Pures. Yes, sir. 


DISCUSSION OF FAILURE TO INCLUDE ESTIMATE IN BUDGET FOR STATE 
DEPARTMENT 


Me Taper. We have had this thing before, so we know something 
about it. 

Mr. Puruuirs. I think I have concluded, Mr. Chairman, my general 
statement. 

Mr. Taser. I hope you remember what we said last year in the 
report. 

Mr. Puiturs. Yes, sir; I was not here in Washington at that time, 
but I have read most of the report. 

Mr. Taser. In connection with its preparation, I wonder if you 
have any reason to indicate why no attention was paid to what the 
Congress said? 

Mr. Puiuures. In connection with what, sir? 

Mr. Taser. In connection with this appropriation. 

Mr. Puiuuips. Yes, sir; is there any particular reference in the 
report to which you refer? 

r. Taser. Yes; have you the report that we made last year? 

Mr. Puiuuirs. No, sir, I do not have it. 

Mr. AnpersEN. This subcommittee asked last year, on page 8 of 
the report: 

It is the desire of the committee that hereafter all of the budget requirements 
for United States contributions to United Nations organizations be included 
under one heading in the State Department section of the budget. The present 
method of presenting requests under more than one section of the budget fails 
to clearly indicate to the Congress the extent of the United States contribution to 
these organizations. 

What has been done in line with that statement which appeared 
in the report of last year? 


452 


Mr Puruurps. I believe the problem to which you refer is occasioned 
by virtue of the fact that there is no authorization for this program. 

here is authorization for example——— 

Mr. Taser. Then we had better leave it out. 

Mr. Rooney. That might dispose of this right away, Mr. Chairman. 

Mr. Puruures. Pardon me, sir; I am afraid that I have left the 
wrong impression. What I mean is that there is authorization now, 
because it has been before the Senate Foreigh Relations Committee 
and your Foreign Affairs Committee, but at the time the program 
came before those committees for authorization, the State Depart- 
ment budget which contained the United States contributions to 
international organizations had already been completed. 

The appropriation hearings had been held. We had not been able 
to appear before the appropriations committees at that time. 

Mr. Roonry. When was this? 

Mr. Puariiips. Excuse me, sir. 

Mr. Roonry. When was this that you are talking about? 

Mr. Purtuuips. I believe it must have been about February. 

Mr. Rooney. Has not the State Department been up to the 
regular committee for a supplemental request since that time? 

Mr. Purtures. Not in connection with these programs, sir. 

Mr. Rooney. Not in connection with these particular programs, 
but with regard to other matters and why was it not brought up to 
the regular committee which makes the appropriation entitled 
“Contributions to international organizations’? 

Mr. Puiuures. Sir, it is true that this could be construed as a 
contribution to international organizations. However, there is a 
difference which I think should be brought out. 

We are not contributing through the back door to these interna- 
tional programs. We are contributing to the United Nations tech- 
nical assistance special fund, or special account. That money is 
allocated to these various specialized agencies, and they do the work. 
They send out the experts, and they do the programing, but this 
program is not a part of the normal efforts of these agencies, and hence 
I believe this could not be accurately described as an additional con- 
tribution to the individual, specialized agencies. It is a separate 
program entirely, and it is closely related to our own bilateral program 
of technical assistance and that, I believe, is why it has always been 
treated as a part of the mutual security budget. 

This is an annual authorization. 

Mr. Rooney. I think this might be a good place to see that the 
language in House committee reports is adhered to by the Department 
of State. 

USE OF FUNDS FOR FISCAL YEAR 1953 


Mr. Taser. There is another thing which I think attention should 
be called to, and that is amendment No. 21 of the conference report 
of last year relating to multilateral technical cooperation appro- 
priation. 

New authority of $9.5 million for fiseal year 1954 as proposed by 
the Senate, and eliminates new authority of $4,595,812 for the calen- 
dar year 1953, as proposed by the Senate. 

So according to the chart which has been displayed to us, they 
violated the law, and used half of the money for 1953 in violation 
of the law. 


Now, out of the $9.5 million, $1 million went into this Organization 
of American States and the other is $8.5 million. 

Mr. Rooney. That shows in there. 

Mr. Taper. I do not understand that way of doing business. 

Mr. ANDERSEN. It gets to be a very serious problem, Mr. Chair- 
man, when the executive department fails to obey the law, or to carry 
out the expressed intent of the Congress relative to these items. We 
have had certain cases like that in the agriculture bill and, plainly 
speaking, we do not like it. 

Mr. Roonry. Well, let us do something about it. 

Mr. Puiuies. If I might comment on that, and if I understand 
your question correctly, you referred to the use of the funds appropri- 
ated in fiseal 1954. Those funds were used entirely in fiscal year 1954, 
which, as I understood it, sir-—— 

Mr. Taser. But it was supposed to cover the whole of the fiscal 
year 1954, because it says so, and we wiped out an appropriation in 
that conference for $4,595,000 to pay money on account of the fiscal 
year 1953. 

That was done specifically and the language is there. 

Mr. Rooney. Mr. Chairman, we have that amount in the second 
column on page 425—$4,595,812. 

Mr. Taser. That is right. ; 

Mr. Putuurpes. Again, if I understand correctly, the amount of 
money appropriated in fiscal year 1954 was used wholly during fiscal 
year 1954. 

No part of it was used outside of fiscal year 1954. 

Mr. Taper. It was the new authority for fiscal year 1954. It was 
to cover the obligations which we would have in connection with it for 
fiscal year 1954, and it says so, but it very evidently was not used for 
that purpose. 

Mr. ieee, Mr. Chairman, may I put in a thought here, be- 
cause I think there may be some misunderstanding of that. The 
money, as Mr. Phillips says, was obligated all during the fiscal year 
1954. 

Mr. Taser. Oh, ves. 

Mr. Murenuy. May I continue? The expenses of fiscal year 1954 
are composed of the last half of calendar year 1953. 

Mr. Taser. We had that question up last year, and the decision 
was against our providing anything for the program except the 
specific amount to cover the fiscal year, and our participation in it 
for fiscal year 1954. 

That is perfectly clear from the language. 

Now, I do not like to see thiigs done this way. 

Here is another thing which | would like to get at before we get 
into it any further: 


COORDINATION OF PROGRAMS 


I would like to have some approach to this, and I would like to 
know why it is that we have these programs covering every country 
in the world, practically, and involving spending money in these 
places. I would like to see a table which would show the amount of 
money which was spent by this organization in each one of these 
countries over the world. 
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Mr. Puruurps. Yes, sir; I would be glad to present that to the 
committee. 

Mr. Taser. Do you have it with you? 

Mr. Puruurps. Yes, sir. 

Mr. Taser. All right; let us have it. 

I want to find out what extent—I am going to have it checked to 
find out to what extent these things are going to the same places that 
the technical assistance setup is, and to what extent you have a group 
of technicians in each one of these places. 

Mr. Puituips. Are you speaking of the United Nations program, 
sir? 

Mr. Taper. Yes. 

a Puituips. There are over 1,000 experts in various parts of the 
world. 

Mr. Taser. Here we are contributing to this setup all over the 
world in 2 funds, and with 2 overheads and, like as not, there is a 
duplication of activity. 

Mr. AnpErRsEN. There is no question but what there is bound to be 
some duplication. 

Mr. Rooney. Yes; duplication of equipment and automobiles and 
everything else. 

Mr. Taser. Almost every country which we had in the other 
program is a beneficiary of this program. It really does not make for 
confidence in the program when you attempt to have duplicating 
activities of that kind. 

I do not know how it appeals to the Department, but the Congress 
has, frankly, been disturbed by this approach to things, and especially 
by the approach of the State Department in having this setup without 
paying attention to what the Congress says. 

Mr. Puriurrs. Might I comment on that, sir, for a moment? On 
the question of coordination in the field on these programs? 

I took a brief trip to familiarize myself with these programs last 
February. I had been in the Department about 4 months and I 
wanted to get a firsthand: look at them because on the basis of what 
I had read, I frankly wondered myself whether there might not be a 
lack of coordination and an overlapping in the field. I took a brief 
se Hamp the Central American region to look at the situation first 

and. 

I found a situation which, frankly, was extremely encouraging. I 
cannot speak from firsthand experience for every country in the world 
but in the two countries I visited, I was extremely impressed by the 
degree of local coordination and cooperation between the U. N. pro- 
gram and our own chiefs of mission. 

For example, take a case like Haiti. The chief of mission of the 
United States and the United Nations resident representative meet 
frequently in closest consultation, and sometimes the staff members 
of one sit in on the staff meetings of another. You might say the 
right hand knows exactly what the left hand is doing. 

Mr. Taser. You mean you did not see any of these technical fel- 
lows who were sent out from the FOA program? 

Mr. Puriutps. I did not see any evidence, sir, of any overlapping 
or duplication. 

I think there is reason to believe there might be but it seems to 
me that in these programs there is always, so far as I have been able 
to ascertain, one of two differences. There is either a functional 
difference or a geographic difference. 
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Much of the confusion about this overlapping, took place before I 
became concerned with this. Some duplication may have existed in 
the earlier stages, but the confusion, I believe, is due to a failure to 
appreciate these two distinctions. 

For example, you may have a U. N. program in one part of a country 
carrying on a certain activity which is functionally different than the 
United States program. You might, conceivably, have two programs, 
we will say, in the field of health, which seem to be identical, and yet 
they are carrying on the same activities in wholly different areas of 
the country. So, you have these two differences. The functional 
difference, and the geographic difference. If the committee has the 
time, I would be very happy to discuss some of the details of what I 
saw on my trip, because I was impressed by the degree to which this 
has been worked out in a manner of fact, and commonsense way. 


AGENCY OBLIGATIONS BY COUNTRY AND REGION 


Mr. Taser. | think we ought to put this table in the record. 
(The tables referred to are as follows:) 


Acency OBLIGATIONS BY CouUNTRY AND REGION 


Project costs 


States dollar equiv 


Region and country 11950- 51 actual | | 1952 actual a | 1953 actual a i estimated 


AFRICA 


302, 697 
654, 443 


Somaliland... 
Tanganyika... 
Tunisia 

British West Africa 
Gam bie 


Belgian Congo 
Kenya 
33, 51 58, 69, 459 


+1, 999, 394 


Cambodia 
Ceylon 

China | (T ‘aiwan) 


| | | | 
15, 166 349, 583 388, 284 543, 373 
q 139, 035 237, 873 | 264, 794 261, 462 
87, 802 268) 950 215, 991 
Libya (See ER 2 188, 104 771, 960 | 631, 751 
Re 29, 950 74, 832 50, 731 24, 000 
Sudan Jat ‘ 4, 514 | 14, 000 
ASIA AND THE FAR EAST 
164, 679 484, 879 | 627, 645 
EE ae es 38, 871 57, 387 40, 127 119, 852 
190, 817 | 545, 422 449, 866 
4 136, 543 199, 749 178, 422 
7, 335 | 14, 423 28, 575 
148,058 | 1, 045, 248 945, 696 | 986, 068 
138, 880 565, 232 754, 132 | 725, 729 
9, 147 53, 923 19, 910 | 10, 250 
Ea TE 7, 200 32, 024 13, 439 | 76, 141 
200 48, 628 35, 686. | 72, 578 
268, 312 1, 041, 574 910, 425 854, 470 
63, 080 363, 394 306, 474 260, 759 
1,179 42, 630 33, 831 17, 508 
262, 876 608, 021 542, 536 663, 753 
50, 542 53, 227 37, 464 10, 847 
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Project costs—Continued 
[United States dollar equivalent] 
Region and country 1950-5lactual| 1952 actual | 1953 actual (1954 estimated 
ASIA AND THE FAR EAST—continued 
80, 781 881, 402 549, 150 577, 425 
1, 435, 247 5, 938, 464 5, 601, 049 5, 867, 330 
THE AMERICAS 
24, 977 290, 077 315, 670 281, 286 
106, 550 495, 262 868 379, 951 
143, 488 255, 222, 150 251, 037 
138, 633 232, 712 154, 744 212,010 
OO 44, 821 186, 752 126, 761 137, 410 
4, 632 24, 306 13, 586 29, 050 
Dominican Republic 88, 984 52, 000 61, 146 
102, 938 526, 490 348, 440 163, 427 
El 123, 041 304, 099 201, 726 179, 352 
35, 247 174, 526 126, 551 144, 775 
fe ae Paes 80, 638 272, 278 168, 488 117, 688 
2, 193 52, 148 57, 45, 225 
129, 604 487, 900 408, 455 327, 719 
Alaska (United 


Puerto Rico (United States) 
Virgin Islands (United States) 


Regional 
EUROPE 
Cyprus____..- 
Finland 
Greece _....... 
Luxembourg 
Portugal 
United Kingdom.__- 


MIDDLE EAST 


Total project costs. 
Indirect operational costs__._. 
Administrative costs__............ .-...-...... 
TAB (including resident representatives) _ ____- 


168 80, 421 45, 899 , 989 
6, 523 18, 939 3, 647 12.015 
0, 820 190, 431 62, 003 19, 675 
21, 592 213, 056 98, 424 95, 341 
4, 359 , 880 42, 736 1,015 
2, 827 12, 948 47, 833 44, 900 
3, 905 5, 759 
2, 972 6,415 1,049 5, 037 
18, 802 19, 661 000 
61, 383 277, 513 as 522, 467 
49,374 1, 053, 687 673, 130 666, 572 
163, 918 1, 940, 089 1, 545, 544 1, 412, 011 
168, 607 587, 108 408, 654 424, 760 
233, 866 1, 153, 536 1, 043, 221 794, 711 
81, 922 547, 869 432, 195 451, 
90, 272 601, 252 450, 742 $28, 114 
22, 747 99, 619 164, 847 216, 180 
94, 423 225, 971 153, 572 82, 153 
56, 260 160, 072 197, 819 130, 735 
108, 754 284, 705 5, 361, 403 
4,441 38, 687 
66, 478 365, 406 b 365, 775 
926, 786 4, 025, 538 3, 360, 575 3, 184, 344 
28, 036 117, 229 861, 163 456, 727 
4, 515, 145 18, 800, 543 17, 817, 604 17, 252, 477 
952, 4 2, 069, 591 1, 970, 494 1, 761, 200 
789, 233 1, 622, 479 1, 729, 487 1, 554, 
179, 480 475, 516 1, 299, 490 1, 278, 000 
6, 436, 251 22, 968, 129 22, 817,075 21, 846, 377 


e 
| 79, 203 910, 790 817, 223 1, 083, 731 
1, 181, 559 4,911, 248 4, 597, 262 4, 332, 671 


457 


Mr. Rooney. Mr. Chairman, I think we ought to have some bio- 
graphical background on Mr. Phillips and information as to his 
experience in international affairs. 

Mtr. Taper. Yes. Mr. Phillips, will you give us your background? 


BACKGROUND OF MR. PHILLIPS 


Mr. Puiuurps. Yes, sir. I wes born 34 years ago. How far back 
should I go? Should I begin with my Army days? 

Mr. Rooney. Yes. 

Mr. Puiuures. I spent 4 years in the United States Air Force, and 
served the last part of my service under General MacArthur on his 
staff in Tokyo. 

When I came back to this country, I went back to my home in 
Beverly, Mass., and worked in a local newspaper office and then ran 
for the State Senate. I was elected to the State Senate in 1948 and 
was reelected twice thereafter. I served as a delegate from Massa- 
chusetts to the Republican National Convention in 1952. I continued 
to serve in the State Senate until last October, when I resigned to take 
my present position. 

I We traveled in various parts of the world. I was born in the 
American Legation in Holland and have lived in Italy, Belgium, 
Canada. I also lived for about 10 months in Japan. I have traveled 
in other areas for brief periods of time. 

I do not know whether that is sufficient. 


FUNCTIONS OF U. N. TECHNICAL COOPERATION PROGRAM AND TECH- 
NICAL COOPERATION PROGRAM IN HAITI 


Mr. AnpersEN. Reverting to Haiti for a moment, you said you 
were down there and looked over the situation personally as to the 
operation of the United Nations technical cooperation program on 
the one hand and our technical cooperation program on the other. 

Now, just what functional differences did you observe there, 
Mr. Phillips? 

Mr. Puiuurrs. Well, let us take the field of agriculture, which is 
an important one, in the Haiti program. Mr. Roseman is here to 
speak whenever we get involved in the FOA program, because | 
cannot speak accurately for it, but I can give you examples as to 
where there were functional differences. 

Mr. AnprerRsEN. Let us stick to Haiti. 

Mr. Puiuurrs. In Haiti, under the broad heading of agriculture, the 
U. N. had, when I was there, three experts. One was a dairy produc- 
tion specialist, who concentrated in setting up cooperative dairy or- 
ganizations. He provided advice to the Government on increasing the 
supply of animal-protein foods so as to increase the quality of livestock, 
which is very poor. He taught the farmers to do something which | 
had not seen done before and which in that country, with no refrigera- 
tion, is extremely important. He taught them how to produce canned 
butter which needs no refrigeration at all, It provides cooking oils 
and so forth which otherwise were not obtainable. 

To revert to the United States program, and I stand corrected by. 
Mr. Roseman, I believe the nearest comparable activity by the United 
States in this particular area of agriculture is the development of an 
Agriculture Extension Service. 
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Let us take, under the field of agriculture, the question of forestry. 
It is important down there. They are engaged, in cooperation with 
the United States Foreign Operations Mission, in a vast reclamation 
project in one of the valleys there. It isa big irrigation project. They 
roi building a dam and eventually there will be hydroelectric power 

rom it. 

The U. N. technical expert on forestry has engaged in a program 
which is most interesting and is directly related to this valley develop- 
ment. He has worked in the watershed above this valley, teaching 
natives how to plant trees and grasses to hold the soil on the mountains 
so that when the dam is built, the soil will not soon fill it up. That 
has been one important project. 

He has also, during the course of his time there, taught eight 
Haitian natives to become forestry experts and has done so well that, 
when I left, the plan was to discontinue this project and have the 
government take it over entirely. 

The nearest thing in forestry that the United States is concerned 
with is in connection with logging and lumber marketing practices. 
So there are two well-integrated programs. They are generally 
within the field of agriculture, but each is doing a separate job. 
This is a functional difference. There is also a fisheries expert, 
raising carp, in Haiti, but I do not think the United States program has 
any such expert there. 


OPERATIONS IN INDIA 


Mr. AnpERSEN. What is the U. N. doing in India, for example, that 
is any different from what we are doing ourselves? 

Mr. Puruutrs. I would have to revert to the printed record, sir, 
because I have not been there, but I would be glad to tell you what the 
record shows on the activities of the U. N. in India. 

Well, to mention a few, and they are broken down into the various 
specialized agency fields. There are 4 lecturers, sent out by the 

nited Nations ‘Technical Assistance Administration, who have been 
conducting a series of training courses in statistical quality control 
in 4 Indian cities. They give classroom and factory instruction to 
about 140 students. 

Mr. Anprersen. What is the next group? 

Mr. Puiuiips. Another group is in the field of telecommunications. 
Perhaps this is something different. They have a telephone expert 
who has surveyed the automatic telephone installations in a number of 
Indian cities, and who has prepared plans for the introduction of a 
direct intercity training system in the cities. 

There is another program involving vocational training of plant 
workers. This is under the International Labor Organization. An 
expert there has studied ways and means of introducing handicraft 
and cottage industries to the plantation workers, to supplement their 
earnings in their offseason work. I saw an interesting case of that 
in El Salvador. . 

Mr. AnperseN. Are there any further instances which you can 
cite in regard to India? 

Mr. Puruures. There are many kinds of programs, sir, and I am 
trying to select a few which look interesting. 
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Mr. Anpersen. Pick out one which is not like what we are doing | 
under our own program. 

Mr. Puiures. | think the field of civil aviation is one. 

Mr. Taser. Where is that? 

Mr. Anpersen. In India. 

I am inquiring as to what the U. N. is doing in India in com- 
parison to what we ourselves are doing 

Mr. Puruuips. In the field of civil aviation, there are three experts. 
These programs were in the 1953 program, and some of them may be 
discontinued. There are three experts who have been appointed to 
make a survey of different civil-aviation activities there. 

As a matter of fact, they did complete that work in 1953, 

Mr. ANDERSEN. For what purpose are the surveys? 

Mr. Puruures. Presumably to make a broad study of the whole 
field. I do not know for a fact, because I have not personally seen it, 
but presumably it is for the purpose of making a survey of the general 
field of civil aviation in India. 

Mr. ANDERSEN. What is another project, and will you please keep 
it brief? 

Mr. Puriuips. Penicillin production is another one. It is interest- 
ing, because in that part of the world penicillin is used, to treat many 
of these mass diseases. 

Mr. ANDERSEN. Just what is the U. N. doing in regard to that? 

Mr. Puriuirs. That is a project which is being carried on by the 
World Health Organization. it has been going on since, I think, 
early in 1953. 

The Government has completed 6 out of 9 buildings for a factory 
which is being constructed to produce penicillin in one of the cities. 

They have two chemical engineers who have been provided by the 
United Nations Technical Assistance Administration, and they have 
started construction of a high tension electrical power line which is a 
part of the factory construction; a sewage-disposal plant, and water 
pumps and a treating station, and so forth. 

All of the major items of equipment for the factory, as a matter of 
fact, are being provided by UNICEF in this case. This is an example 
of cooperation between the World Health Organization and UNICEF. 

All of this equipment has been ordered, and most of it was delivered 
in 1953. 

Mr. Taser. That is a project which the World Health Organiza- 
tion ought to be doing; is it not? 

Mr. Puiuuies, Sir, this is being done primarily by the World 
Health Organization. 

Mr. ANDERSEN. You are steering away from the one I was referring 


Mr. Puiuurps. These are technical-assistance programs, which are 
carried out by these agencies. 

Mr. AnperseEn. Still, you say, they had mainly to do with the 
World Health Organization as in this specific item. 

Mr. Puruuips. Yes, sir; but it is through the specialized agencies 
that this U. N. technical-assistance work is carried on. 

Mr. ANDERSEN. That is all. 

Mr. Roonry. Mr. Chairman, I would like to inquire, first, with 
Bees to the date when this budget was presented to the Bureau of the 

udget. 


to. 
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Mr. Putturps. The request for funds? 

Mr. Murpny. It was late November 1953, Mr. Rooney. 

Mr. Rooney. In this program we find the Soviets and the satellites 
as members; do we not? 


MEMBERSHIP OF IRON CURTAIN COUNTRIES 


Mr. Puriurps. The Soviet has just begun to contribute to the extent 
of $1 million. They made a contribution in 1953, with certain reser- 
vations attached to it, which were not acceptable. They withdrew 
those reservations and I think in March 1954 their contribution was 
formally accepted by the Technical Assistance Board. 

Mr. Rooney. Poland belongs to it, and has belonged to it for a 
couple of years now; has it not? 

Mr. Puruuips. Poland does; yes, sir. 

I think the Ukraine and Czechoslovakia have just recently contrib- 
uted a small sum of money. 

Mr. Rooney. Back in 1953 Poland was a contributor, and a mem- 
ber; was she not? 

Mr. Putuuips. Yes, sir; I think she was. 

Mr. Rooney. Yugoslavia has also been a member right along; is 
that correct? 

Mr. Putuups. I believe Yugoslavia has been a member since the 
program ’s inception. 

PERSONAL SERVICES 


Mr. Rooney. How many employees are engaged in this program? 

Mr. Purtures. I do not mean to be confusing but do you mean in 
the Technical Assistance Board in New York? 

That is the administrative agency which has the overall control of 
the allocation of money, and the programing, and so forth. 

As I said, the actual work is carried on by the specialized agencies, 
such as WHO and ILO. They have to keep separate bookkeeping 
accounts on how they spend that technical-assistance money. 

berg you asked that question, I wanted to make certain I under- 
stood it. 

I can give you examples as to the number of experts in the field. 

Mr. Roonry. That is what I want. 

Mr. Puiturps. The total number of experts in the field as of June 
30, 1954, was 1,021. 

Mr. Rooney. Can you tell us whether or not among those 1,021 
there were any nationals of the Soviet Union or her satellites? 

Mr. Purtures. To the best of my knowledge, during that time, 
there were none unless you include Yugoslavia among those. 

Mr. Rooney. Yes; I shall include Yugoslavia. 

Mr. Puruutrs. It is possible that there were some from Yugoslavia. 

I could not tell you that for certain, though. I may have it here, 
however, I am mistaken, there were three Poles as of December 31, 
1953. 

Mr. Rooney. Where were they working? 

Mr. Puriturrs. We would have to find that out for you, sir. I do 
not have that here. None of these experts, of course, are sent into 
countries unless they are requested by the recipient country. 
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Mr. Rooney. That is not the point; is it? The point is whether or 
not we are paying to send Communists in to help and advise non- 
Communist countries. 

Mr. Puiiuips. To the extent that we are participating—— 

Mr. Roonry. We now have it to the extent that three Poles can be 
assumed to have gone to non-Communist countries, and I should like 
that information inserted in the record at this point. 

Mr. Purturrs. We would be very happy to obtain it. 

Mr. Rooney. I| want that statement in respect to all these countries, 
whether it be Yugoslavia, the Soviet, or satellite Communist countries 
who were engaged in this program. 

(The information requested above is as follows:) 


LocaTIon OF Experts From Communist CountTrRIES EMPLOYED AS OF DECEMBER 
31, 1953 
Experts from Poland: , 
In Iran (traveling on British passport) 
Experts from Czechoslovakia: 
In Ecuador (officially stateless; has applied for United States citizen- 
Experts from Yugoslavia: 


Mr. Puruuips. I can tell you from firsthand experience that there 
are no satellite or Soviet nationals employed by the Technical Assist- 
ance Board in New York, which is the agency that has overall control. 

Mr. Gary. Following that line, could it be possible that the reason 
Russia has started to contribute is to get an opportunity to break 
into the program, and to have some of their agents carrying their 
propaganda into other countries? 

Mr. Puituips. Our interpretation, sir, of the belated Soviet partici- 
pation in this program is that they are aware that they have been on 
the losing end, propagandawise, by not participating in it. 

It has been very difficult for them to attack the United States for 
engaging in what they call economic imperialism or anything else, 
when the finger is pointed at them, and it can be shown that they 
have not been contributing anything to these multilateral programs. 

The general feeling is that there is an awareness by the Soviet of the 
weakness of its propaganda which has caused them to get into this 
program. 

Mr. Taser. The Ukranian setup contributed $125,000 this year. 

Mr. Putuurps. Yes, sir; in 1954. 1 do not believe they had con- 
tributed before that time, however. 

Mr. Taper. I guess not; but they did then. 

Mr. Yes, sir. 

Mr. Taser. Yes; and probably got in for the purpose of getting 
around in these countries a little. 

Mr. Puiturps. There are advantages and disadvantages to both the 
bilateral and multilateral programs. 
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When you have your own pro. , you can choose your own people 
and spend your own money and Yirect it yourself. 

When you are participating in a multilateral program you get money 
from other countries, but you do not have the complete control of it 
which you do in a bilateral program. 

However, you make up for it in other ways. These programs are 
complementary, and we feel are extremely important ways of meetin 
the same objective, namely, the development of the underdevelope 
areas, which if they are permitted to continue underdeveloped or to 
go Communist will become a threat to our world interests. 

Mr. Gary. What percentage are we contributing now? 

Mr. Puiuurres. As of 1954, 57 percent. We are now trying to go 
down to 50 percent. We had formerly been at 60 percent. 


TECHNICAL ASSISTANCE BOARD 


Mr. Gary. How is the Board which administers this fund selected? 

Mr. Puiuurrs. This Technical Assistance Board—and I would be 
glad to insert for the record a brief chart showing just how it is set up— 
this Technical Assistance Board consists of the directors of each of the 
five participating specialized agencies and the head of the UN Tech- 
nical Assistance Administration. In other words, it consists of the 
Director of ILO, the Director of WHO, and so forth. The Board is 
chaired by an Executive Chairman who is appointed by the Secretary 
General of the United Nations in consultation with the Directors of 
these agencies. 

They meet regularly and have an executive staff. 

If you have that [indicating] in front of you, perhaps, I can explain 
it. 
Starting at the top you have the General Assembly of the U. N.; 
then you have under that the Economic and Social Council, which 
consists of 18 member governments, including the United States, and 
the subcommittee of that Council is called the Technical Assistance 
Committee. It has the same membership as the Economic and 
Social Council. 

This working level board consists of the representatives of these 
agencies which actually carry out the program and the executive 
fasting with an executive staff. 

That is the agency to which I referred a moment ago when I said 
that to the best of my knowledge, and I have been down there and 
gone over the records—they have no Soviets or satellite nationals on 
that board. 

That is the board which deals most closely with this program. 
Then you have the other agencies below that, referred to as the 
specialized agencies. They are the agencies to which this money is 
allocated, and through which the program is carried out. 

Mr. Taser. I| think I would like to see in the record this table on the 
contributions. 

Mr. Gary. I think it is a good idea. i 

Mr. Roonry. Will you also, Mr. Chairman, insert the table with 
respect to agency obligations by country and region? 

Mr. Taser. Did I not put that in earlier? 

Mr. Rooney. I am not sure. 

Mr. Taser. I thought I did. 

(The tables referred to above may be found on p. 455.) 
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B Mr. Rooney. In the instant budget of this U. N. program, are there 
any funds to be used in, or are there any experts to be sent into, any 
Communist country, including Yugoslavia? 

Mr. Putvuips. Yes, sir. In Guatemala, which until recently we 
regarded as Communist, there were experts. [| am not certain about 
Poland. I do not believe there are any in Poland, Czechoslovakia, 
Hungary, or Rumania, but there are in Yugoslavia. 

There are none in Bulgaria and Albania. The nearest thing we had 
to that was in Guatemala, which a few months ago was a horse of 
another color. 

I do not believe there are any in those countries to which you refer. 
Mr. Taser. Thank you, gentlemen. 
Mr. Patiurs, Thank you, sir. 


SATURDAY, JuLY 17, 1954. 


MOVEMENT OF MIGRANTS AND REFUGEES 


WITNESSES 


DAYTON H. FROST, CHIEF, INTERGOVERNMENTAL REFUGEE 

PROGRAMS DIVISION, FOREIGN OPERATIONS ADMINISTRATION 
GEORGE L. WARREN, ADVISER ON REFUGEES AND DISPLACED 
PERSONS, DEPARTMENT OF STATE 


INTERGOVERNMENTAL COMMITTEE FOR EvROPEAN MIGRATION 


Mr. Taser. The next item for consideration is the one dealing with 
the movement of migrants and refugees which is shown on page 429 
of the justifications. 

Mr. Murpny. In this item, Mr. Chairman, we are requestine 
$11,189,190. 

Mr. Taner. That would be an increase of $4.2 million? 

Mr. Murpny. That is correct, sir; and it is to partielly finance a 
program of $11.7 million in fiscal year 1955, and the remainder of the 
financing would come from an unobligated balance in our current 
vear’s appropriation, which we have requested to be continued avail- 
able in the emount of $510,810. 

We have Mr. Frosi, of FOA, and Mr. Warren, of the State Depart- 
ment, here to make the presentation. 

Mr. Taser. Who desires to talk first? 
Mr. Warren. I do, Mr. Cheirman. 


GENERAL STATEMENT 


Mr. Taner. Mr. Warren, why do you need this money? 

Mr. Warren. This Committee, Mr. Taber, was organized in 1951. 
This is the fourth request before the Appropriations Committee; the 
Intergovernmental Committee was organized in 1951 in Brussels, on 
the United States initiative, and in response to a number of previous 
acts by the Congress. 

The Committee is endeavoring to facilitate and increase the number 
of migranis who are moving out of Europe annually. 
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In Europe—Germany, the Netherlands, Italy, Austria, Greece, and 
Trieste—there is a serious overpopulation, which is depressing the 
economies of those countries and creating the atmosphere in which 
the Communist ideology flourishes. 

There are now 24 government members of the Committee. We 
moved in 1952, 77,626 people; in 1953, 87,501; in 1954 we expect to 
move 118,400, and in 1955, 155,000. 

These are people who would not otherwise move if the Committee 
were not in existence to assist them. 

Under normal circumstances, approximately 200,000 to 225,000 
people move out of Europe annually on their own steam, and this is 
additional movement which relieves the population pressures in Ger- 
many, the Netherlands, Austria, Greece, Italy, and Trieste. 

Mr. Taser. You have moved the biggest part of them into the 
United States? 

Mr. Warren. I can give you a chart on that, sir. 


COMPARATIVE SUMMARY OF OBLIGATIONS 


Mr. Taser. You might put in the record at this point the tables on 
page 429 of the justifications, which shows the egress and the ingress. 
(The matter referred to is as follows:) 


NonrEGIONAL ProGRAM, Movement oF MIGRANTS, INTERGOVERNMENTAL 
CoMMITTEE FOR EvROPEAN MIGRATION 


Comparative summary of obligations by fiscal year 


Fiscal year | Fiscal year | Fiscal year | PT 
1952 1953 1954 


fiscal year 
1955 
Movement of migrants-.-.-.-.........-.-.--.---- $10, 000, 000 $8, 190, 000 989, 190 $11, 000 
Less unboligated balance from fiscal year 1954 
requested for reappropriation and applied as 


Comparative summary of United States contributions by calendar year 


Calendar | Calendar | Calendar | Proposed 
year 1952 year 1953 year 1954 


Intergovernmental Committee for European 
age $8, 950, 000 $6, 789, 590 | $9, 439, 600 $11, 700, 000 


1 Includes $2,450,410 unobligated balance of calendar year 1953 funds. 
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Comparative summary of movement of migrants 


Actual, 


Estimate,| 


Actual, | Estimate, 
From— calendar | calendar calendar | To— calendar | calendar | calendar 
year 1953 | year 1954 | year 1955 | year 1953 | year 1954 year 1955 
— 

| 
5, 531 8, 350 15, 000 Argentina______- 9,022! 33,425 | 26, 000 
40, 325 33, 860 45,000 | Australia... 13, 326 25, 430 25, 500 
4, 096 9, 540 17,500 | Brazil_..........| 12,702 14, 840 | 19, 500 
20,975 | 50.350 | 62,000 | Canada 36,922 | 15,730| 9,500 
Netherlands... __- 2, 206 2, 160 5,000 | Colombia... 800 | 1,000 
Shanghai-Far East 3, 259 3, 250 3,500 | Chile........__. 776 | «1, 985 3, 500 
Trieste........-.-. 1, 367 5, 020 2,000 | Israel... ......_- 2,389) 2,150} 2, 000 
Near East.............. 250 500 | United States. _. 6,365 | 15,050 55, 000 
9,652 | 5,620} 4,500 | Venezuela... 3,921 | 6,030 | 10,000 
Others.......... 2,078 3, 010 3, 


| 


Mr. Taser. You moved 118,000 in fiscal year 1954; is that right? 

Mr. Warren. We moved 64,000 of that number up to the 30th of 
June, 1954. 

Mr. Taser. 64,000? 

Mr. Warren. Yes, sir; in the half-year, which indicates pretty 
clearly that we will reach the quota of 118,400 by the end of the year, 
December 31, 1954. 

; Mr, ANDERSEN. You are figuring on a calendar year basis here, 
see. 

Mr. Warren. Yes, sir; as far as the Committee is concerned. 

Mr. AnpERSEN. Who is the head of this setup? 

Mr. Warren. Hugh Gibson is the Director of the Committee, and 
there are 24 government members. 

Mr. Taser. There are members from 24 different governments? 

Mr. WarreEN. Yes, sir. 

PERSONNEL 


Mr. Taser. Have you a block of employees in connection with 
this program who are paid out of this fund? 

Mr. Warren. Yes, and I can give you the exact figures: 

For 1955, the total number of employees will be 608. Of those, 
121 are of professional grades; 487 are clerks, stenographers, and secre- 
tarial help and employees in the field, so to speak. 

Mr. Taser. You said there were 128 professional people? 

Mr. Warren. 121 professional people. 

Mr. Taser. How many of those are United States nationals? 

Mr. Warren. 28. 

Mr. Taser. The rest of them are locals of all countries? 

Mr. Warren. The 487 are all locals in the countries where they are 
Po mc The Latin American countries, Germany, Austria, 
Italy, Greece, and the Netherlands are included. 

r. Taber. How much money is involved overall in this operation? 

Mr. WarrREN. For 1955, there is a total of $50 million. 

Mr. Taser. A total of $50 million in fiscal 1955? 

Mr. Warren. Yes, sir. I can show you that, Mr. Taber, on the 
chart here. This will show you the contributions to the administrative 
expenditures, and to the operational expenditures of the different 
governments. 


Zz 

q 


466 


NUMBER OF REFUGEES TO BE BROUGHT IN 


_ Mr. Taser. Why would you be asking for practically double the 
money which you had last year? 

Mr. Warren. It is not quite double, Mr. Taber. The number to 
be moved in 1955 is 155,000 as against 118,000 this year. 

Mr. Taser. Yes, but you know the Treasury is getting barer and 
barer, and our debt is getting bigger and bigger. 

Mr. Warren. I realize that. 

Mr. Taper. We have already another refugee setup which is 
operating to bring people in here; do we not? 

Mr. Warren. These people who are coming into the United States 

is the estimate of those who would come under the Refugee Relief 
Act of 1953 and there are 15,000 in 1954; 55,000 in 1955. 

Mr. Taser. Is there any authority for bringing i in 55,000? 

Mr. Warren. That is the estimate. 

Mr. Taser. That is the program under the McCarran-Walter bill 
is it not? 

Mr. Warren. No. The McCarran-Walter bill is a general codifica- 
tion of the immigration law. This is the Refugee Relief Act of 1953 

Mr. Taser. Is that the one which the Alexander set-up is ited} tack 

Mr. Warren. Yes, sir. This figure of 55,000 has been checked with 
Alexander very closely and it has been reviewed and reviewed and 
reviewed. 

Mr. Taser. Does that bill provide for 55,000? 

Mr. Warren. No, sir; the bill provides for 209,000 over a period of 
3 years. 

Mr. Taser. I see. 

Mr. Warren. This 55,000 is the estimate of those who might travel 
under the committee’s assistance in calendar year 1955. 

Mr. Taser. How much of a salary role do you have involved here? 


PERSONAL SERVICES 


Mr. Roonry. How much personal services, Mr. Warren, is involved 
out of the total of $50 million? Is not that your question, Mr. 
Chairman? 

Mr. Taper. Yes. 

Mr. Warren. Do you mean the administrative expenses? 

Mr. Taser. Yes. Do you have it so that you could pass it to us? 

Mr. Warren. I can pass it to you; I have got it in my bag, Mr. 
Taber, but it is included in the administrative expenses of $2,491,728. 
The 24 member governments contribute, as a matter of obligation, to 
the administrative expenses according to the percentage scale in the 
first column. 

(The following information was supplied later:) 

Staff costs for 109 officials and 264 employees, $1,370,931.85, are included in 
the administrative expenditure and staff costs for 12 officials and 223 employees, 


$412,700, are included in the operational expenditure; 121 officials and -) em- 
ployees make up a total staff of 608 at a total cost of $I, 783,631.85. 


UNITED STATES CONTRIBUTION TO INTERGOVERNMENTAL COMMITTEE: 


Mr. Anprrsen. On the back of this page is shown the United States 
contribution, which is $780,409. 
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Mr. Warren. That is at the rate of 31.32 percent and the sum is 
$780,409. That is obligatory and constitutes the United States 
contribution to administrative expenditure for calendar year 1955. 

Mr. Taser. What is the idea of the appropriation increase involv- 
ing 70 percent and the number of migrant increasing 31 percent? 
That makes one think that it might be a plush operation or that it is 
getting to be. 

The 37,000 increase in migrants is 31 percent of the 118,000 and the 
increase in cash involved is from 64 to 117 percent. It looks as if this 
is getting to be a little more of a plush operation. 

Mr. Warren. | do not think so, Mr. Taber. 

Mr. Taser. Why would there be such a larger percentage of in- 
crease in dollars than there is in migrants? What would you think is 
the cause of that? 

Mr. Warren. The actual payment in 1954 is $9 million plus 
compared to $11,700,000 proposed for fiscal 1955. I have made this 
calculation based on what it costs the United States, through its con- 
tribution, to get the additional movement out of Europe which we are 
trying to get, and you will see that it has been cut from $77 per head 
for the additional movement in 1953, to $71 in 1954 and $75 in 1955. 
(The following table was supplied later:) 


INTERGOVERNMENTAL COMMITTEE FOR EUROPEAN MIGRATION 


Per capita costs in terms of United States contribution 


Number | Cost Percapita 


| cost 
Calendar year 1953: Cost based on tot*] contribution !__ 87, 501 $6, 789, 590 $7 
Celendar year 1954; Cost based on total contribution ?___.____ 118, 400 §&, 500, 000 71 
Calendar year 1955: Cost based on total contribution ?__ 155,000 | 11, 700, 000 75 


1 Actual cost. 
2 Estimated cost, 


Mr. Taner. You may continue. 
Mr. Warren. In 1953 we moved 87,501; in 1954 we expect to 
move 118,400. We have already moved 64,000 of that number in the 
first 6 months. 


CONTRIBUTION OF GOVERNMENT MEMBERS TO COMMITTEE 


Mr. Taser. Did you have $8,500,000 in fiscal 1954? 

Mr. Warren. Yes. We will actually pay to the Committee this 
year toward operations and administration $8,500,000. 

Mr. Taser. Where did you get that? 

Mr. Warren. If you will look again at page 429, you will see a 
comparative summary of United States contributions, by calendar 
years, and in the third column, under 1954, you will find that the 
anticipated payment in 1954 is $9,439,600, which includes $2,450,410 
of 1953 funds. 

Mr. Taser. You are planning to have your contributions come from 
all sources, and I do not know what they were. It does now show 
what they were before. 

Mr. Warren. I can give you a similar chart for 1954, Mr. Taber. 

Mr. Taper. You can? 

(The following tables were submitted later:) 
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INTERGOVERNMENTAL COMMITTEE FOR European MiGRATION 


Contributions of member governments, 1954—Estimates 


Percentage Credits 
contribu- | tributions tions— processing 
tributions Tot>l con- 
Member governments | | tree | feimburee | andl recep- | 
trative expenses | ™ovements) | penditures 
expenses programs 
United States..............._. 31.32 $634, 308 | $6, 865,692 |.........--.}-.-- $7, 500, 000 
Pains wcentdiceocar 4. 46 90, 326 $918, 609 $668, 300 1, 677, 235 
(Ae Retard ie 6, 29 127, 388 694, 837 497, 800 1, 521, 625 
1. 42 28, 7 173, 910 459, 250 
+S er away 4. 46 90, 326 296, 266, 800 653, 926 
8. 51 172, 349 652, 500 313, 400 1, 138, 249 
1.02 20, 658 20, 000 37, 700 78, 358 
Costa Rica 18 2, 632 1, 500 3, 000 7, 132 
epee ann 8. 51 172, 349 1, 731, 600 1, 862, 300 3, 766, 249 
1.42 28, 153, 988 365, 668 364 
10, 329 90, 000 40, 000 150, 
ob 8. 172, 349 3, 248, 075 2, 769, 250 6. 
Netherlands.................- 2.63 53, 264 435, 800 118, 800 | 607, 864 
—. 
Subtotal, administra- | 
tive contributions. 100.00 | 2, 025, 249 
Contributions from migrants 
Additional contributions re- 
2, 401, 862 | 10,023,208 | 19, 390,065 | 7,552,868 | 39, 368, 003 


( 


a A 
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A 
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Contributions of government members, 1955—Estimates 


Member governments 


Percentage 
scale 
contribu- 
tions to 
adminis- 
trative 
expenses 


Cash con- 
tributions Cash con 

“ tributions 
to admin- 
for free 
istrative movements 
expenses 


Contribu- 
tions— 
reim burse- 
ments for 
specific 
programs 


Credits 
allowed for 
processing 
and recep- 

tion ex- 
penditures 


Total con- 
tributions 


Norway. 
Paraguay - 
Sweden. 
Switzerlan: 
Uruguay... 


Contributions from migrants _- 
Reimbursements by volun- 

tary 
For 
Miscellaneous income. 
Additional contributions re- 


quired 


©. 


1. 


212, 047 200, 000 
28, 30, 000 
212, 047 200, 000 
35, 382 |. 
12, 708 10, 000 
65, 532 200, 000 
17, 939 14, 000 
10, 465 
65, 532 100, 000 
49, 336 100, 000 


2, 491, 728 | 13, 637, 281 


| 23, 970, 046 


$3, 919, 591 
867, 740 

2, 072, 000 
382, 500 


$11, 700, 000 
$519, 000 1, 497, 871 
710, 000 3, 140, 330 
770, 000 1, 187, 882 
165, 582 
394, 000 899, 131 
142, 000 670, 047 

71, 000 159, 116 

17, 000 64, 916 

4, 000 10, 238 

58, 904 
412, 047 
2, 271, 500 4, 928, 547 
690, 120 1, 557, 052 

43, 000 155, 708 


3, 300, 000 7, 151, 047 


50, 035, 675 


Mr. WarREN. Yes, sir. 


That chart will show our contribution, 


and it was made up before recent developments, for 1954 was 
$7,500,000... Since then, it has been necessary to pledge to the 
Committee an additional $1 million out of funds carried over from the 
1953 appropriation in order to avoid a deficit in operation by the 
Committee of $2,500,000, which is anticipated as a result of the high 
movement, during 1954. 

Mr. Roonry. I am not quite sure that I understand these figures. 

The $9.4 million figure which you expect will be the amount re- 
quired in calendar year 1954 includes $2,450,410 of unobligated 
balances of 1953 funds, and when one deducts the $2.4 million from 
the $9.4 million, one gets the exact amount of last year’s appropria- 
tion, to wit, $6,989,190. 

Mr. Warren. Yes, sir, but the last year’s appropriation was $7.5 


million. 


The difference between the $6.9 million and the $7.5 million 


is the savings from 1954 operations, which is applied in the 1955 
request in the next column. 

Mr. Roonry. Mr. Warren, I say this since you are here: I have 
heard nothing but commendation of this program, and I am pleased 
at its operations. It very much affects people in a district such as I 


represent. 


A 
United States...............-- | $780, 409 $7, 000, | 
156, 730 201, 600 | 
65, 532 | 100, 000 |___- 
2, 445, 000 
| 831, 550 
Netherlands. ................- | 1, 113, 400 792, 000 2, 170, 932 
4 2, 500 10, 000 22, 965 
6,000 | 6, 000 24, 708 
360, 000 | 197,000 582) 416 
| 
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My information is that it is bemg run sensibly, and as economically 
as possible. It is highly important, because the moving of these 
people, for instance, out of Italy, reduces the overpopulation there, 
which comes to about 3 million people, and as I understand it, it makes 
ae effective the dollars which we are giving to Italy in the form of 
aid. 

We get more out of those dollars. 

I have just one further question: 

In your 1955 program, do you propose to make any drastic changes 
in the present method of operation? 

Mr. Warren. No; except to make more effective our present opera- 
tions. They are learning every day, and they are increasing the vol- 
ume of movement, because they are becoming more expert at it. 

I think it is highly significant that after the first 2 years of trial and 
error, We are now moving over 5,000 people out of Italy a month, ard 
that is making a dent on the problem in Italy. 

In the Netherlands, which is one of the most overcrowded countries 
in Europe, it has an increase in population each year of 120,000 and 
must export 60,000 people if their economy is to survive. 

The situation in Germany is very much the same. 

Mr. Taser. I am not sure but what we ought to put this table of 
contributions in the record. 

Mr. Warren. May I explain this chart? 

Mr. Taser. Should we put this table in the record? 

I think we had better. 

Mr. AnpersEN. I would like to have it go in the record. 


SUMMARY OF 1955 PROGRAM 


Mr. Warren. I have a summary of a principal-witness statement 
which summarizes the whole thing, which I would like to put in the 
record, if I may. 

Mr. Roonry. May [ have a copy of that, Mr. Warren? 

Mr. Taper. I wish, when you do put it in, that you would go over 
the testimony and not have too much repetition. 

Mr. Warren. Yes, sir, and I will try to avoid that. 

(The matter referred to is as follows: ) 


Principal Witness STATEMENT—HEARINGS ON 1955 APPROPRIATION FOR THE 
INTERGOVERNMENTAL COMMITTEE FOR EvROPBAN MIGRATION 


The Intergovernmental Committee for European Migration, composed of 24 
governments, wes organized in Brussels in 1951 in response to certain legislative 
enactments by the Congress. Its purpose is to facilitate and increase the move- 
ment of migrants an’ refugees out of the overpopulated countries of Europe— 
Austria, Germany, Italy, the Netherlands, and Greece—to overseas countries in 
&@ position to receive immigrants-——Australia, Canada, the United States, Vene- 
znela, Chile, Brezil, and Argentina. Approximately 250,000 emigrants leave 
Europe annually on their own resources or assisted by their governments. The 
Committee’s objective is to move substantial additional numbers who woul? not 
otherwise be moved. 77,626 were moved in 1952 and 87,501 in 1953. The Com- 
mittee plans to move 118,400 in 1954 and 155,000-in 1955. 

The Committee utilizes commercial shipping when available and supplements 
this shipping with its own shipping as required. On many routes of mizrant 
movement commercial facilities are either inadequate or unavailable. 

In to supplying trans~ort the Committee assists emigretion and immi- 
gration countries on request to improve and develop their public administrations 
which deal with the selection, recruitment, and processing of emigrants in the 
countries of departure and with their reception and placement in the receiving 
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countries. It has been demonstrated that the improvement and development of 
these public services in the emigration and receiving countries are an important 
factor contributing to expansion in the volume of movement. The Committee 
also supplies certain technical services such as vocational training, language 
instruction, information concerning conditions in immigration countries, and the 
development of opportunities for migrants which increase the numbers moved. 
These services are often provided on a tripartite basis with the countries of emigra- 
tion and immigration sharing the financial expense with the Committee. 

The Committee is negotiating with the concevned governments to secure 
larger reimbursements for the costs of transport of the persons moved. Germany, 
Italy, and Trieste presently reimburse the Committee at the rate of $60 per 
head for every migrant moved from their respective areas. The immigration 
countries also reimburse the Committee in part for the costs of movement of 
migrants received. Colombia contributes $50 in this manner, Brazil $20, Argen- 
tina $86 per adult and $43 per child for approximately one-half the movement to 
Argentina on Argentine ships, and Australia $60. The Canadian Government 
reimburses the Committee for the full costs of movements to Canada under 
official schemes. The Committee meets the deficits in the costs of movements 
resulting from partial reimbursements out of contributions in free funds received 
from member governments specifically to meet this expense. The United States 
contribution to the operational expenditure is largely for this purpose. 

Voluntary agencies collaborate closely with the Committee particularly in the 
movement of individual migrants and refugees. To accomplish this movement 
the Committee and the voluntary agencies make comparable cash payments to 
revolving funds administered by the agencies, which in turn take promissory 
notes from the migrant who later reimburses the agency for the cost of the trans- 
port supplied. Reimbursements by the migrants have on the whole been 
encouraging, running as high as 70 percent from migrants in Canada and the 
United States and lower from those in the Latin American countries. These 
reimbursements are paid into the revolving funds to supply funds for the move- 
ment of additional migrants. 

The Committee is presently exploring and developing improved methods of 
lacing a larger proportion of the movement effected on a reimbursable basis. 
ixperience to date has shown that partial payments in advance of movement 

can often be secured from the migrant in certain countries—Austria, Germany, 
Italy, and the Netherlands—or from his sponsors in the receiving country. A 
present handicap to more extensive reimbursements after movement is the lack 
of an agency to make collections in some of the receiving countries in which the 
voluntary agencies have not yet developed competent local counterpart agencies. 

The United States has supported this development and has constantly pressed 
for higher per capita reimbursements by emigration and immigration countries 
to the end that the Committee may be relieved increasingly in the future of the 
burden of subsidizing movements. 

Improved arrangements designed to secure the maximum reimbursement for 
the costs of ocean transport to the United States by refugees receiving visas under 
the Refugee Relief Act of 1953 are presently in process of negotiation between the 
Committee and the voluntary agencies. A part of the United States contribution 
to the Committee will be utilized by the Committee for the initial financing of 
these arrangements on a revolving-fund basis. 

The volume of movement achieved during the first quarter of 1954 has been high 
in comparison with the corresponding period in 1953, averaging in excess of 9,000 
monthly during January, February, and March. The monthly rate will increase 
during the spring and summer months when the movement to Canada will gain 
momentum. The increase over 1953 is accounted for largely by better organiza- 
tion in the movement of wives and children in Italy, Greece, Austria, and Ger- 
many to join working migrants who have preceded them to the Latin American 
countries, particularly Argentina and Brazil. An increase in the movement to 
Australia is elso a factor. 

All member governments with the exception of two completed their payments 
to the administrative expenditure of the Committee for 1953. As of March 8, 
1954, $2,198,395 had been paid in against a total of $2,256,306 assessed. The two 

overnments were in arrears on that date in the amount of $57,911, because of 

elays in the required legislative actions, but these payments are expected to be 
made soon. Contributions in cash to the operational expenditure during 1953 
totaled $18,676,272 which, added to the carryover on January 1, 1953, of 
$6,730,392, provided the Committee with a total of operating income in cash of 
$25,406,664 for the year. In addition member governments were allowed credits, 
not received by the Committee in cash, for expenditures incurred directly by the 
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panne in the processing and reception of migrants totaling $5,546,805. 
neome and contributions of all kinds to the work of the Committee during 1953 
totaled $33,478,959. 

The request to cover the United States contribution to the Intergovernmental 
Committee for European Migration for calendar year 1955 is for $11,700,000, of 
which $780,409 is a contribution to the ad’ninistrative expenditure and $10,919,591 
a contribution to the operational‘expenditure. This increase over the appropria- 
tion for 1954— $7,500,000—is necessitated by the substantially higher estimate of 
movement—155,000—in 1955. This estimate includes 55,000 persons who may 
receive visas under the Refugee Relief Act of 1953 to be moved to the United 
States. At the same time, the volume of movement to other countries is to be 
maintained. 

April 20, 1954—Revised May 19, 1954. 


Satrurpay, 17, 1954. 


UNITED NATIONS REFUGEE EMERGENCY FUND 


DAYTON H. FROST, CHIEF, INTERGOVERNMENTAL REFUGEE 
PROGRAMS DIVISION. 

GEORGE L. WARREN, ADVISER ON REFUGEES AND DISPLACED 
PERSONS, DEPARTMENT OF STATE. 


Mr. Taper. The next item for consideration is the United Nations 
Refugee Emergency Fund, and | note that Mr. Warren and his 
group will make that presentation. 

Mr. Murpny. Yes; Mr. Chairman. 

The next item is going to be presented by Mr. Warren, also, and is 
the item shown on page 431 of the justifications. 

Mr. Taser. This is a new item; is it not? 

Mr. Murpny. Yes, sir; this is a new item. 

Mr. Taser. This is the United Nations Refugee Emergency Fund. 

There seems to be a printing error. It reads “$50,000.” 

Mr. Murpny. It should be $500,000. 


GENERAL STATEMENT 


Mr. Taser. What is the reason for this new program and why do 
you need the money? 

Mr. Warren. The Office of the High Commissioner for Refugees 
was set up by the United Nations in 1951. In 1952 the General As- 
sembly authorized the High Commissioner to appeal to the govern- 
ments for funds to meet the needs of emergency cases among the 
refugees under his care. 

Mr. Taser. In Germany? 

Mr. Warren. This $500,000 is for the calendar year 1954, and for 
1954 he is using the funds in China, Hong Kong, Austria, Greece, 
Italy, Trieste, and the Near East. He is not spending any appreciable 
amount of money in Germany. The situation of the refugees under 
his mandate in Germany, as far as their day-to-day needs are con- 
cerned, is fairly good; but in Austria, Greece, Italy, the Near East, 
China and Hong Kong the situation of the refugees is bad. The gov- 
ernments of their aor, Br do not provide sufficient assistance to give 
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them a minimum standard of existence and to help them become self- 
dependent. 

Ar. ANDERSEN. The request for the United States contribution as 
shown on page 432 would represent 41 percent of the total budget, 
would it not? 

Mr. WarreEN. For 1954 that is correct. He is going to spend, he 
says, in 1955 $1,222,000. He has already received of that $460,469 
and our $500,000 would be 41 percent of the $1,222,000. 

Mr. Taser. Where did the money come from? 

Mr. Warren. Fifteen governments have contributed to the fund 
to date. The United States has not previously contributed. 

Mr. Taser. Is it a setup that has previously operated? 


INCOME AND EXPENDITURES, JUNE 30, 1954, AND GRANTS BY COUNTRIES 


Mr. Warren. It has been operating since July 1952. On the 
second page you will see a list of the governments that have contrib- 
uted to date, both from July 1952, to December 31, 1953, and from 
January 19! 54, to June 30, 1954. It is not a large fund. I would like 
to put this in ‘the record. 

Mr. Taser. You may put that in the record. 
(The matter above referred to is as follows:) 


Unitep Nations Emeroency Funp 


Income and expenditures as of June 30, 1964 


July 1952- | January 1954- 
Dee. 1953 | June 30, 1954 


| 
| 
| 
| 


Income: | 
Contributions from governments. | 1 $733, 484 | $462, 169 


January 1952- | January 1954- 


Dee 3, | ‘June 30, 1954 


| 


Expenditures: | 
} $628, 014 | $166, 509 
Emergency aid and placement of difficult cases... 1325, 441 | 1 122, 831 

2h, B, 043 | 


289, 340 


"172, 829 


462, 169 


1 See attached tables. 


4 
ij 
Total 1, 062, 096 | 462, 169 
for China operation 82, 598 
| | 
J 


Grants for emergency aid and placement of difficult cases 
July 1952- January 1954- 
December 1953 | June 30, 1954 
Federal Republic of Germany-..-..-.-..........-..2-.2...-22...------.- 17, 219 3, 098 
Syria, Lebanon, Jordan. 082 9, 082 
' Includes grants for placement of difficult cases which total $83,000. 
Contributions from governments 
July 1952- January 1954- 
Country December 1953 | June 30, 1954 Total 

$111, 647 
1, 923 
40, 000 
150, 462 
29, 084 
85, 714 
13, 095 
1,000 
3, 000 
467 
4,970 
Netherlands. 285, 000 
New Zealand 28, 000 

United Kingdom 
733, 484 1 462, 169 1, 195, 653 


! This is figure as of June 30, 1954. The amount of $460,469 shown in presentation book was as of the 


middle of June. 


(Discussion off the record.) 


Mr. Warren. The International Governmental Committee for 
European Migration is not a United Nations operation. 
Mr. Taser. Why should we get into a United Nations operation 
here? With the Communists in there, I would be kind of afraid of 


monkeying around with it. 

Mr. Wowie There is no Communist participation in the Office 
of the United Nations High Commissioner. In fact, there is a pro- 
vision in the statute which established the office which in effect pretty 
well excludes and has excluded to date any Communist staff members. 

Mr. Taser. It seems like we were getting altogether too many 
organizations and we would be better off with less of them. I do not 
know. [t kind of disturbs me the way we are doubling the orzaniza- 
tions. 
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REASON FOR NO PREVIOUS CONTRIBUTION 


Mr. ANDERSEN. What troubles me is if this item is as important 
as Mr. Warren says it is, why was not the United States asked for a 
contribution prior to this? 

Mr. WaRREN. Oh, we were. We were asked for a contribution 
from the very beginaing. 

Mr. ANDERSEN. And we turned it down; is that it? 

Mr. WarreEN. We have not contributed heretofore because largely, 
(1) we considered our contribution to the Migration Committee which 
is subStantial, which has the effect of reducing the population with 
which the High Commissioner is concerned—I mean the population 
of the refugees—the Migration Committee moved 47,000 refugees out 
of Europe that were under the High Commissioner’s mandate in 1952 
and 1953. That reduced the problem of that Office. 

Then we have an escapee program. The escapee program has in 
part a political motivation. ‘The escapee program is taking care of 
some 25,000—much more recent—escapees from the Iron Curtain 
countries. The United States has no direct unilateral program for 
caring for the larger worldwide group of refugees. 

Now the High Commissioner’s approach is that he is concerned 
with refugees of all sorts and gradations except, of course, Korean 
refugees and Palestine refugees who are cared for under other organi- 
zations of the United Nations. And while the general principle is 
that the countries in which those refugees reside should take care of 
them now, as we get further away from the war—and that is the prin- 
ciple we have in effect—there are certain countries like Austria, Greece, 
Italy, and in the Near East and the particular situation in China, 
where the governments of residence for a number of reasons are not 
eager and willing, in the case of China, or economically in the case of 
European countries, to give the necessitous refugees even a standard 
of minimum subsistence. 

Mr. Anpersen. Are some of the nations who have taken part in 
this along the line of contribution deciding now to lessen their con- 
tribution? Do you have any advance notice of that; is there any 
indication on their part of that? 

Mr. Warren. You mean to lessen their contribution to the refugees 
in their territories? 

Mr. ANveRSEN. Yes; to this particular fund. 

Mr. Warren. I have no knowledge of that. 

Mr. AnpERSEN. The point I am bringing out is that all of the con- 
tributions from the 14 governments, together with private organiza- 
tions, total $1,062,096 in the last year and a half, and now you are 
asking to set up a budget of $1,222,000, of which you have asked the 
United States to contribute $500,000. That would make a less sum 
than previously contributed by the other nations, would it not? It 
would only leave $722,000 to be contributed by the same nations. 

Mr. Warren. A number of the governments that contributed in 
the last 18 months have already contributed a second time. 

Mr. ANDERSEN. I do not want to get too detailed; I am wondering, 
first of all, if the other governments are still contributing? 

Mr. Warren. To the extent they appear on that list. 

Another reason why we have not contributed heretofore was because 
during the period of 1952 and 1953 there were certain residual funds 
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resulting from the IRO operation which were made available in certain 
amounts to the High Commissioner, but, more extensively, to volun- 
tary agents directly, and those funds total, including the money made 
available to the Refugee Bank in Germany, approximately $5 million 
and we felt the need was not as great. 

Those funds are now exhausted, however. 

Mr. ANDERSEN. As Mr. Taber has stated so well, the bottom of 
our barrel is getting pretty low down as far as our own financial ability 
to pay is concerned. There seems to be endless requests on the bounty 
of the American people to help in this and that, and it is rather difficult 
rs know just when to quit, but quit we must at some time in the near 

ture. 

Mr. Taser. Well we have to do some quitting somewhere. 

Thank you, gentlemen. 


Sarurpay, 17, 1954. 


OCEAN-FREIGHT CHARGES ON VOLUNTARY-RELIEF SHIP- 
MENTS 


WITNESS 


WILLIAM H. McCAHON, CHIEF, VOLUNTARY AID DIVISION, FOR- 
EIGN OPERATIONS ADMINISTRATION 


Mr. Murpuy. The next item is on page 441 covering ocean-freight- 
charges on voluntary-relief shipments. We have Mr. William H. 
McCahon, Chief of the Voluntary Foreign Aid Division, to make the 
presentation. 

GENERAL STATEMENT 


Mr. Taser. Mr. McCahon, will you please tell us your story? 

Mr. McCanon. Yes. Mr. Chairman and members of the com- 
mittee, my name is William H. McCahon; I am Chief of the Voluntary 
Foreign Aid Division of the Office of Refugees Migration and Volun- 
tary Assistance of FOA. I also serve ex officio as Executive Director 
of the Advisory Committee on Voluntary Foreign Aid. 

As the committee is aware, the Advisory Committee was established 
in May 1946. 

Mr. Rooney. This is your first appearance before this committee? 

Mr. McCauon. Yes. 


BACKGROUND OF WILLIAM H. M’CAHON 


Mr. Taser. Will you give us your experience and background? 

Mr. McCanon. Yes, sir. I was born in New York City, attended 
schools in Westchester County, N. Y.; attended college at Colgate 
University; and have a master’s degree from Columbia University in 
social science. 

I came with the Department of State in‘October 1943, and was 
transferred to FOA last July in the Government reorganization plan. 
‘ Mr. ANDERSEN. What was your experience in the Department of 

tate? 

Mr. McCanon. I was in the Special War Problems Division which 
was concerned with prisoner-of-war and civil-internee matters; the 
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page ee between our Government and enemy governments during 
the war through the Swiss as the protecting power of American 


interests. 
COMPARATIVE SUMMARY OF PROGRAMS 


Mr. Taper. We have a table here on page 441. I want to be sure 
we know what it means. Will you tell us what that block of figures 
totaling $5,825,000 means? Does that mean the appropriation for 
1954, or does it mean the appropriation plus some unobligated balances 
that were carried forward? Could you tell us about that? 

Mr. McCanon. Yes, sir. That includes the amount appropriated 
by Congress last year which totaled $1,825,000, and that total was 
comprised of $1,625,000 plus the carryover from the previous year of 
$200,000 approximately. 

Mr. Taper. Where did the $2,725,000 come from? 

Mr. McCanon. The balance of that, $4 million, was obtained 
during the course of the fiscal year on authorization of the President 
under section 513 (b) of the Mutual Security Act of 1951, as amended. 

Mr. Taser. You mean there was $4 million transferred in here on 
top of the $1,825,000 which represented the appropriation, plus the 
$200,000 carryover? 

Mr. McCauon. That is correct. 

Mr. Taser. You may put that table into the record. 

(The table referred to above is as follows:) 


Nonregional program, ocean freight charges (voluntary relief shipments) 
COMPARATIVE SUMMARY OF PROGRAMS BY FISCAL YEAR 


ms Proposed 
Fiseal year | Fiseal year b 
1953 1954 


Ocean freight subsidies: 
Shipments by voluntary relief agencies: 


600, 


Total, voluntary relief agencies 


Inland transportation subsidies on shipments of surplus agri- | 
cultural commodities by voluntary relief agencies _____- | 1, 500, 000 (2) 
Total, voluntary relief shipment subsidies _--....._- aig 2, 191, 078 7, 325, 000 4, 400, 000 


COMPARATIVE SUMMARY OF OCEAN FREIGHT SUBSIDIES ON SHIPMENTS BY 
VOLUNTARY RELIEF AGENCIES 


Expenditures for ocean freight... $1, 350, 000 $5, 825, 000 | $4, 400, 000 
Weight of relief supplies (pounds) -_-__--._...-----.------.-----. 93, 000,000 | 290,000, 000 220, 000, 000 
Value of relief wad 21,000,000 | 92, 000, 000 65, 000, 000 


1 Includes shipments to Korea, to be financed in fiscal year 1955 from funds appropriated for relief and 
rehabilitation in Korea. 
2 To be financed pursuant to sec. 302 of the proposed Agricultural Act of 1954. 


Nore.—Participating agencies include the following: American Baptist Relief: American Friends of 
Austrian Children: American Friends Service Committee: American Jewish Joint Distribution Com- 
mittee: Ameriean Middle East Relief; American ORT Federation: Assemblies of God: Brethren Service 
Commission; Charch World Service: Congregational Christian Service Committee: Cooperative for Amer- 
ican Remittances'to Everywhere (CARE), Inc.; Foster Parents’ Plan for War Children: Greek War Relief 
Association: Lutheran World Relief: Mennonite Central Committee; Near East Foundation: Little House 
of Saint-Panteleon: International Rescue Committee: Iran Foundation: Refuge des Petits: Salvation 
Army: Save the Children Federation: Tolstoy Foundation: Unitarian Service Committee: United Lithu- 
anian Relief Fund of America: War Relief Services-National Catholic Welfare Conference: and World 
Student Service Fund. 


Note 2.—Participating countries include the following in fiseal year 1954: Austria, France, Germany, 
Greece, Iran, Italy, Korea, Lebanon, Trieste, Yugoslavia, Formosa, India, and Pakistan. 


154, 000 1, 150,000 1, 200, 000 
350.000) | 5.825.000 | 4, 100, 000 
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SOURCE OF FUNDS 


Mr. AnperSEN. Referring back to the $4 million, from just where 
did that money come? You say it came through a certain section 
of the law. 

Mr. McCanon. Yes, sir. 

Mr. Murpny. Section 513 (b) of the Mutual Security Act. It 
came from title I, militury funds. 

Mr. AnpeRSEN. It was transferred out of title I, military funds? 

Mr. Murpny. Yes, sir. 

Mr. AnperseN. What about the $1,500,000 directly under the 
$1,825,000? Is that an additional amount you had available? 

Mr. McCanon. Yes; that is an exceptional program which is limited 
specifically to the payment of inland transportation costs only on 
agricultural surplus commodities available to voluntary agencies. 
The reason for that is that under the law then existing these com- 
modities were turned over to the voluntary agencies at the point of 
storage in the United States. 

Mr. Taser. Did that come out of mutual security funds? 

Mr. Murpuy. Yes, the same source. 

Mr. Taser. FOA? 

Mr. McCanon. Yes, sir. 

Mr. Taser. What part of it? 

Mr. Murpny. The same source; titie I, military funds. 

Mr. Gary. Those funds were transferred by the administration? 

Mr. Murpeny. That is correct—by the President. 

Mr. Gary. What did we actually appropriate the last time? 

Mr. Murpuy. $1,825,000. 

Mr. Gary. You are asking for $4,400,000 this year? 

Mr. Murpny. Yes, sir. 

Mr. Gary. If we appropriate the $4.4 million, then there is still 
authority to transfer funds from other agencies. How much are you 
going to spend? 

Mr. Murpuy. The $4.4 million represents our best estimate of the 
requirements for fiscal 1955 at this time. But you are absolutely 
correct. If additional requirements were to develop during the year 
of such an urgeat nature as to make it proper for the President under 
section 501 of the proposed legislation to supplement the funds by an 
additional amount, that could be done. 

Mr. Gary. You estimate, however, that will not be necessary if 
we appropriate the $4.4 million? 

Mr. Murpuay. That is our opinion; yes, sir. 

Mr. AnprErsEN. In effect, then, whatever you must spend you 
obtain Ar aa by appropriation from Congress or by transfer; is that 
not right? 

Mr. Gary. That is appropriated by Congress. They just take it 
from another fund. 

Mr. AnpErRSEN. But it is transferred by the President under the 
President’s authority. 

Mr. Murpny. That is right. The Mutual Security Act puts the 
Authorizations in specific pockets, but then it gives the President 
authority to switch around within limits and he has done that in this 


case. 
Mr. Gary. It is not a transfer of funds held by the President; it is 
a transfer of funds from other appropriations in this overall program. 
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Mr. ANDERSEN. The point I am bringing out is that we have little 
control over the actual amount. 

Mr. McCanon. There were special circumstances in the fiscal year 
just passed which required this. 

Mr. Taner. What were they? 

Mr. McCanon. The special circumstances were that at the time we 
came to Congress for funds last year we were not aware of the large 
availability of surplus commodities that would be coming to the 
voluntary = ese In the estimate we have made for this fiscal year, 
we have included what we expect the agencies will obtain of surplus 
commodities and their normal shipments. Our expectation would be 
that the present estimate would cover their normal shipments and such 
commodities as they may receive from the Department of Agriculture 
under section 416 of the Agricultural Act. 

Mr. ANDERSEN. How much of these funds were paid out for ship- 
ments in American bottoms? Do you have approximately that 
percentage? 

Mr. McCanon. I am told we are not required by law on that to 
apply the 50-50 formula; but we did run a sampling on that and it is 
roughly 60 percent that went in American bottoms. 

(Discussion off the record.) 

Mr. Gary. I do not see the organization CROP listed in the 
organizations appearing on page 441. Do they not contribute large 
amounts of surplus products to this program? 

Mr. McCanon. Yes, sir. They work very actively in this field 
and they are, as a matter of fact, part of an agency which you will 
see listed there, namely, the Church World Service. CROP is a part 
of that organization and they assist in procuring from farmers in our 
country donations in kind of many types of food which are sent across 
through Church World Service for distribution to needy persons. 

Mr. Gary. I have attended several meetings of that organization 
in Virginia, and they are véry active in securing those donations. 

Mr. Chairman, may I suggest here that you not only put in the 
table on page 441, but that the entire page be inserted so that the 
record will show the list of organizations that are cooperating in this 
movement. 

Mr. Taser. We will put it all in. 


OBLIGATIONS 


Now would you be able to give us what the obligations were 
against the $7,325,000 you had available? 

Mr. McCanon. The full amount I expect will be used. 

Mr. Taser. How much was it in the first 11 months, approxi- 
mately, if you cannot give me the exact figure? 

Mr. McCanon. The actual disbursements through June 30 amount 
to $4.7 million. But I must explain there is a time lag of 45 days 
within which the agency can submit their claims for reimbursement. 

Mr. Taser. You would hardly expect the item to be cleaned up 
that fast, would you? The whole appropriation to date is what? 
That is only half of it. 

Mr. McCanon. No; the $4.7 million was against the $5.8 million 
on ocean freight. I am merely talking about ocean freight at the 
moment; not against the $7,325,000. 
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On the “Inland transportation’ item, $1 million has been com- 
pletely expended and the balance obligated. 

Mr. Taser. Why is it your 4 or have jumped so markedly in 
this last year as against the year before? 

Mr. MecCumen. It is principally the surplus commodities. 

Mr. Taser. You mean the things that those agencies have been 
able to get from the Agriculture Department? 

Mr. McCanon. That is correct. 

Mr. Gary. Do those figures include ocean freight on any of the 
special programs such as wheat for India and other agricultural sur- 
plus disposal programs which have been the subject of special legisla- 


tion by Congress? 

Mr. t= penal None whatsoever. The American voluntary 
agencies’ help is distributed by them through their own representa- 
tives in the field and has always been looked upon as supplemental 
to the larger government-to-government programs. 

Mr. Taper. Does a lot of this stuff go back of the Iron Curtain? 

Mr. McCauon. No, sir, this does not, because we require that, to 
protect the American interests and assure that the goods are dis- 
tributed to the persons for whom they are intended, each of the 
agencies have American representatives on the spot. Shortly follow- 
ing the end of hostilities in World War IJ, the agencies did bring con- 
siderable help to many of the ‘curtain’? countries. Unfortunately 
they were required to leave those countries by the existing regimes, 
so we do not support in this program the use of these funds to distribute 
goods in those countries. 

That does not mean to say that many of the people who are coming 
out and are fortunate enough to escape from those countries are not 
helped, because these agencies are on the west side receiving them, 


clothing them, and doing just that. But they are not operating be- 
hind the Iron Curtain. 


QUANTITY AND VALUE OF RELIEF SUPPLIES DISTRIBUTED BY VOLUNTARY 
AGENCIES 


Mr. Rooney. I understand that through March 31, 1954, a total 
of 132,500,000 pounds of relief supplies valued at $49 million, including 
49,112,000 pounds of surplus dried milk, 22,977,000 pounds of butter, 
and 15,117,000 pounds of cheese had been sent to and distributed in 
13 countries by the 27 voluntary agencies participating in this program; 
Am I correct? 

Mr. McCanon. That is correct. I can give you later figures on 
that. We now bave them through June 30. 

Through June 30, 1954, a total of 214,017,381 pounds of relief 
supplies, valued at $67,950,000, including 82,335,500 pounds of sur- 
plus dried milk, 34,090,000 pounds of butter and 22,263,000 pounds 
of cheese had been sent to and distributed in 13 countries by the 27 
voluntary agencies pustisipeting in this program. 

Mr. ANDERSEN. Personally I think this is.a very fine program. 

Mr. McCanon. Thank you, sir. 
Mr. Taser. Thank you, gentlemen, 
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SaTuRDAY, JuLy 17, 1954. 


ADMINISTRATIVE EXPENSES, MILITARY ASSISTANCE 
(TITLE 1) 


WITNESSES 
ROBERT E. O'HARA, BUDGET OFFICER, FOREIGN PROGRAMS, 
OFFICE OF THE SECRETARY OF DEFENSE 
WALTER T. COOPER, CHIEF, FOREIGN AID SECTION, BUDGET 
DIVISION, COMPTROLLER OF THE DEPARTMENT OF THE ARMY 
GEORGE E. CAREY, ACTING DIRECTOR OF BUDGET AND FINANCE 
DIVISION, OFFICE OF THE SECRETARY OF DEFENSE 


Mr. Taner. Now we come to ‘Administration, Department of 
Defense.”’ Is this the same as in the other book? 

Mr. O’Hara. There was just a line entry in the other book. 

Mr. Taser. How much is that line entry? 

Mr. O’Hara. The line entry in the book as originally printed was 
$30 million. Then there was added an escapee program, and to 
provide part of the funds for that, administration was reduced to 
$25,800,000 and that is the amount stated in these estimates. 


INCREASE FOR MILITARY ASSISTANCE ADVISORY GROUPS 


Mr. Taser. Maybe I am a little peculiar, but you had $20 million 
estimated last year and the budget estimate is less this year. Why do 
you have an increased item for administration? 

Mr. O’Hara. Principally it is because of the addition of new military 
assistance advisory groups in countries that are just recently eligible 
or expected to be eligible during fiscal 1955. Those countries are Spain, 
Japan, Egypt, Iraq, Lebanon, Pakistan, Saudi Arabia and Honduras; 
Uruguay and El Salvador, Haiti, Nicaragua, and the Dominican 
Republic. Those countries account for a total increase of $2,866,000. 

Mr. Taser. Where does that show? 

Mr. O’Hara. There is nothing in that book that shows this analysis. 

Mr. Taser. The $2,866,000-—— 

Mr. O’Hara. Is the increase due to the addition of new countries 
to the program. 

There is an increase of $2,063,000 in the amount of the reim- 
bursement which we make to the Department of State for its adminis- 
trative support on the military assistance advisory groups. 

Mr. Taser. The sheets were supplied for 1954 showing $3,955,000. 

Mr. O’Hara. $3,955,000 is the amount that has been transferred 
to the State Department up to now. 

Mr. Taser. Would that be a comparable figure with the $4,019,000? 

Mr. O’Hara. No, sir, the $4,019,000 was the estimate on which 
this is based, and whether it will be $3,955,000, $4,019,000 or 
$4,035,000, or some other figure, is not finally known yet because 
the State Department still has not presented its final bills for 1954. 


PERSONAL SERVICES 


Mr. Taser. You have a block of people working for you on this 
project. How many have you presently on the roll in permanent 
positions? 

Mr. O’Hara. On administration, sir? 
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Mr. Taser. At the top of the tabulation the figure shows that you 
have a number of 2,489. How many have you actually on the rolls? 

Mr. O’Hara. The total number of military on the roll? 

Mr. Taser. Is that military? 

Mr. O’Hara. That is right, sir. The total number of military 
on the roll is 2,378 on our last worldwide report, which was March 31, 
1954. 

Mr. Taser. And the temporary do not amount to much? 

Mr. O'Hara. I do not have the figures for that. There were not 
many of them. 

With regard to United States citizen civilians, the total number 
was 1,225 as compared to 1,461 positions, with a lapse of 144, which 
was computed on the basis of that reduction. 

Mr. Taser. There, as against the 2,378, you have a proposal to 
increase to 2,821 in your military. Why do you need that kind of 
an increase? 

Mr. O’Hara. Because of the fact in opening these new military 
assistance advisory groups, Mr. Chairman, we find it necessary to 
assign military personnel to make the contacts with the country 
forces, then to develop programs and see that their use of the material 
meets with the conditions in the act. There are end-use inspections 
conducted by these teams. There are men in these teams that go to 
port at the time the material is received to see that it is properly han- 
dled and properly distributed to the units supposed to receive it. 

Mr. Taser. You would not need that many? 

Mr. O’Hara. That is an estimate acotidien by the military which 
has been screened by General Stewart’s office, which office has gone 
over all these proposed complements and has set limitations. The 
big one is Japan, sir. 

Mr. Taner. That is where most of them have gone? 

Mr. O’Hara. That is where the big increase comes. There is 150 
for a training mission in Indochina, which causes a small supporting 
increase in your administrative mission as well. 

If that training mission in Indochina does not get established there 
would be a reduction in the number of military on the MAAG’s. 

Mr. Taser. You have 1,429 civilian personnel against 1,225. Why 
do you need more than 1,225? 

Mr. O’Hara. Because of the increase in the number of MAAG’s 
primarily. There is a small increase in the number of positions, de- 
partmentally. 

Mr. Taser. What are the MAAG’s? 

Mr. O’Hara. Military assistance advisory groups. That is a trade 
name that we have for them. 

Mr. Taser. I am not much on this alphabetical business. It is 
too deep for me. 

Mr. O’Hara. We try to design them to save time, but sometimes 
it does not. 

OBLIGATIONS 


Mr. Taser. How much money did you obligate on this officer 
personnel out of the $3,267,519 that you had available? 

Mr. O’Hara. We do not have a separate figure on that, sir. 

Mr. Taser. How are we going to tell anything about it? 


1 


| 

] 
e 
‘ 

| 


483 


Mr. O’Hara. We have a total obligation figure through May 31, 
which is $17,689,115 compared to this estimate of $20,816,043 for 
June 30, fiscal year complete. That is the recorded obligations 
through May 31. 

Mr. Taper. How much was it for May? 

Mr. O’Hara. For May it was around $1,670,000, 1 think, sir. 
Including application of State Department rembursement, the 
exact figure 1s $1,654,006. 

Mr. Taper. Meaning that you have left probably $1,500,000 or 
$1,600,000? 

Mr. O’Hara. I would not think that much. That may be quite 
correct. 

Mr. Taser. Why not? 

Mr. O’Hara. Two things. June is a month in which there is a 
fairly heavy process of rotation of military personnel coming back from 
overseas, and the other factor is that in June they actually started for 
the first time their initial expenses in connection with the opening of 
the MAAG in Japan. I would say that it is less than that figure. I 
started to say, Mr. Chairman, the probable June obligations would be 
somewhere in the range of $2,300,000 to $2,500,000, from very sketchy 
information. 

a Taser. You mean that you have hot money there in June; is 
that it? 

Mr. O’Hara. No, sir. There is no last minute purchasing on this 
program, if I can find out about it. But there was an opening up of a 

Mr. Taser. Are you sure about that? 

Mr. O’Hara. No, I am not sure, but I hope there is none. 

Mr. Taser. Frankly, I do not have a check on this thing the way 
I would like to have it. I have seen other operations in my days, and 
I just do not know. I kind of wonder. 

Mr. O’Hara. Our big June activity in that regard is the issuance 
of the orders for people who are rotating, their families and them- 
selves, to come back. That is a rather high factor of cost, the return 
trip, because of the fact there is local currency used and the commer- 
cial rate, as compared to MSTS when we ship them out, runs as 
much as 2 and 3 times higher. 


PERSONNEL 


Mr. Taser. To get back to the other figures on the personnel, 
there were 409 estimated, permanent local personnel. How many of 
those did you have? 

Mr. O’Hara. We have actually, due to the opening of the Japanese 
MAAG, somewhat more than that. It looks to be 484 from these 
figures that I have. 

Mr. Taser. You do not know how much money you actually spent 
on the temporary personnel picture? 

Mr. O’Hara. No, sir. 

Mr. Taser. You do not have any breakdown of these figures at 
all as far as the different items go? 

Mr. O’Hara. No, sir. We get a report only of the total obliga- 
tions from each of the MAAG’s. However, we know the number of 
people, and the rates on the military personnel and on the civilian 
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personnel for allowances are scheduled rates. They are the actual 
per diem rates multiplied times the number of months per person on 
the job, by location. 


TRAVEL 


Mr. Taper. You have a big item here for travel, about half as much 
as your personal services. 

\. Mr. O'Hara. That is the big item, and I would like to go into that 
a bit. 

Mr. Taser. I would like to know why you have any such big item 
as that. 

Mr. O’Hara. If you will notice in the fiscal year 1953 there was an 
amount for travel of $5,514,000. In the fiscal year 1954 that travel 
was cut down by $1,200,000, and we are proposing to increase it by 
$900,000 in the fiscal year 1955. 

In the first few months of the fiscal year 1954 we were operating 
under an instruction to reduce the budget, and our principal means of 
doing that was to end temporary duty travel. That means travel 
within these countries where the poeple of the MAAG’s got out and 
looked at the troops in action and at the materials used. We had some 
recourse we could follow in reducing personnel and I think that it 
shows up in this chart on the lapse figures, and we did that, particularly 
on the civilians. 

The military personnel with their allowances do not make the differ- 
ence civilians do because the allowances payable for the balance of the 
year are less in most cases than the amounts that it would cost to 

pring them back with their families. The civilians were reduced, and 
the lapse figure here of 144 shows the effect of that reduction where 
we bos ced more than 200 civilians during the vear. 

The travel was reduced, and as a result the people did not get ovt 
as much as they should in order to make sure this material was 
properly handled. That local travel, the travel within those countries 
in Europe, is paid from the local currency that is contributed by these 
countries under the mutual defense agreement, not from counterpart. 
It is money owned by the Uuited States only to the eatent it is used 
for these missions. Vv not using it we made them the beneficiaries 
of that much difference in costs. 

Mr. Forp. Will you have a reduction in your MSTS rates for 
personnel going overseas in 1955? 

Mr. O'Hara. I doubt it. Most of our people go over by com- 
mercial means, and all of that can be paid fo or in local currency. It 
is contributed, and that makes it a charge to these countries rather 
than to the United States. All the return travel from countries who 
contribute currency is paid from this appropriation. We pay, both 
ways, the cost on this because it actually does not come out of the 
taxpayers’ pockets. 

Now, in certain big establishments, in Turkey, Formosa, and in 
some of the smaller nations where there is no local currency made 
available by the country, or there is not a surplus of counterpart— 
we actually use MSTS, or MATS, but that is charged to the military 
department receiving the man who is returned from rotation. 
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REPRESENTATION ALLOWANCES 


our Taper. How much money is in this for representation allow- 
ances? 

Mr. O’Hara. On the order of $200,000 for us in the State Depart- 
ment amount. 

Mr. Taser. Including what you transferred to other agencies? 

Mr. O’Hara. That is right. The State Department provides a 
representation allowance, and it runs on an average of about $5,000 
per country. Those are paid only from local currency. 

Mr. Taper. You have a queer kind of makeup for this budget. 
This last year you had to cut down on the travel. 
Mr. O’Hara. Yes. 


INCREASE FOR TRANSPORTATION OF THINGS 


Mr. Taser. And yet the transportation of things jumped $350,000 
and you are planning to have it jump up $1,250,000 more next year. 
I wonder why? 

Mr. O’Hara. The principal item in the transportation of things 
is the cost of household goods’ movement because of personnel being 
rotated. The amount of it will vary according to the number of 
people who end their 2- or 3-year duty and are returned. 

Mr. Taser. You have a reduction in the amount of travel, a 20 
percent reduction, and more than a 20 percent increase in the amount 
of transportation of things. It seems to me that the two would natu- 
rally go together. 

Mr. O’Hara. They would on rotation travel, but a good part of 
this travel is travel within the countries to inspect. Approximately 
40 percent of the total travel cost is local travel. That is the travel 
that was cut down during fiscal year 1954. Actually there was an 
increase in rotation in fiseal year 1954. There is anticipated to be 
another increase in 1955. 

Mr. Taper. You had a decrease in travel of $1,200,000. 

Mr. O’Hara. Yes. 

Mr. Taser. And in this current year you are asking for an increase 
of $900,000. 

Mr. O’Hara. Yes, that is correct. 

Mr. Taser. It seems funny that we cannot keep on with this de- 
crease. This figure on transportation of things is way out of line, it 
would seem to me. 

Mr. O’Hara. The increase is all in this overseas transportation of 
household goods because of people going to and from the MAAG’s for 
which you have a higher rate in the fiscal year 1955. There are two 
big reasons for the higher rate. One is that the MAAG in Japan, 
which is a large one, has just been opened, but it is organized with 

ple who have been assigned to the Far East Command. It has 
een organized with those people who are on the ground there, but 
because they have been there awhile their terms of duty will run out 
at higher than the average rate during the fiscal year 1955, so it bulges 
your rotation on that increment of people, most of whom will return 
during fiscal year 1955. This is a big year of rotation also for For- 
mosa. 
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SERVICES PERFORMED BY OTHER AGENCIES 


Mr. Taner. How do you explain this drop in services performed 
by other agencies of $900,000 and the increase of $2,065,000 in the 
coming year? 

Mr. O’Hara. Actually, the amount of the services for other agencies 
is computed by the State Department based upon the services they 
perform for each of a number of agencies. We had a very extensive 
examination into it this year and there were some services that were 
actually eliminated that were previously provided to the MAAG’s, 
There were some other services established that should not have been 
charged to the MAAG’s because the man-year rate they were using 
was not a comparable rate for military personnel for whom they had no 
personal service work as compared to civilian personnel. So they 
used another factor this year. That was one of the factors in the 
reduction. The other was in the elimination of certain services we 
received. The change in their basis of computation accounted for 
about $700,000 of the difference. The rest of the difference was in a 
reduction in our personnel being served. For 1955, they are working 
on a larger number of personnel. That is one thing. 

Mr. Taser. Not near as many as you had in 1953. 

Mr. O’Hara. They are actually working on more people than we 
had in 1953 in the fiscal year 1955 as in the proposal before you, sir. 

Mr. Taser. You actually have more people? 

Mr. O’Hara. More people are proposed for the fiscal year 1955 
than were on the rolls in 1953. 

Mr. Taser. But there wuld not be much of anything for the other 
departments to do for these locals across the water. 

r. O'Hara. These are the people working in these military 
assistance advisory ups who are in effect aaa upon the 
State Department for administrative services because that has 
seemed to be the economical way of doing it rather than setting up 
an administrative organization of our own. 

Mr. Taser. You have actually transferred this to the Department 
of State? 

Mr. O’Hara. That is correct. 


PERSONNEL IN MAAG 


Mr. WieeLeswortH. How many MAAG’s do we have? 

Mr. O’Hara. Actually right now 44. 

Mr. WiacLteswortH. What is the personnel in those 44 MAAG’s? 

Mr. O’Hara. The total personnel in the MAAG’s, if you will look 
at the last table in the book—— 

Mr. Wiace.eswortn. You have about 2,678. 

Mr. O’Hara. 2,678 overseas, and most of those are in the MAAQ’s 
or in the regional divisions of the military establishment, the 
CINCPAC organization and the military assistance of EUCOM. 
The only exception to that is in the defense adviser to the United 
States representative overseas. There are 24 military who are in 
that latter organization and there are 38 civilians. All the rest are 
in the military organization overseas, either in the MAAG’s or in 
those regional organizations controlling them. 
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Mr. WiaeLeswortn. You have 2,678 military and you have 

Mr. O’Hara. 339 United States citizen civilians and 565 local 
employees—interpreters, chauffeurs, and people of that kind. 

Gato That makes an average of 80 people per 
M: 

Mr. O’Hara. That is correct. The MAAG’s in Latin America 
are very small numerically. The MAAG’s in Europe on an average 
run close to 100. The ones in the Far East are larger; 482 in Japan 
and in Formosa, 418. 

Mr. WiaG_eswortn. Why do you need such big setups as that? 

Mr. O’Hara. Militarily, in those countries, as in Greece and 
Turkey—though not to the extent as formerly in Greece, but still to 
a large extent in Turkey—the people need to have American trainers 
working right with them all the time. 

Mr. American trainers? 

Mr. O’Hara. Trainers; American people who actually go out into 
their battalions or companies and give them demonstrations of the 
use of material and its care. The training organization there is sup- 
ported largely by these military-assistance advisoyr groups who route 
them and keep track of them. 

Mr. Wiaeiesworrnu. We have other organizations doing that same 
work, do we not? 

Mr. O’Hara. Those are the organizations doing it. 

Mr. Wiaciteswortnu. Are not there other organizations? 

Mr. O’Hara, You mean in the United States Army? 

Mr. Yes. 

Mr. O’Hara. No. It is not conducting training in those countries. 
It is conducting training in Korea. 

Mr. WiacLteswortu. How about in Latin America? 

Mr. O'Hara. We have special contracts with the countries whereby 
they reimburse the cost for missions of trainers under a 1926 statute. 

Mr. WicGiesworrts. I thought that we had various organizations, 
particularly in South America, that were pretty sizable that were just 
doing that training work. 

Mr. O'Hara. We have. 

Mr. Wice_eswortse. Why do you need MAAG on top of that? 

Mr. O'Hara. We have, in most of those South American countries, 
one person as a MAAG representative. By reason of the contract 
agreement with these countries, we have one man there who is pri- 
marily there to be the goat, frankly. We determined that one man 
must be there that does not have any payroll relationship with the 
country. The mission trainers are actually on the country’s payroll 
under the act of 1926. When they go on these missions they are still 
Americans. They serve the American cause, but at the same time 
it is better to have somebody who does not have that relationship 
and who is there for the purpose of saying “No.” | think in all but 
about 2 or 3 of the countries in Latin America you have just the 1 
“No” man there; and in those countries it is because there is an Army 
program, with no Army mission, and so forth. 

or example, in Chile you have 7 people, 6 of whom are Army, 
simply because there is no Army mission in Chile. Air Force people 
cannot really do the job for an antiaircraft battalion, so they have the 
Army people there. 
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Mr. WiceLeswortu. You have a big Navy setup in Brazil. 
Mr. O’Hara. Yes; we have Army, Navy, and Air Force in Brazil. 
Mr. Wiaeiteswortu. And MAAG on top of that? 

Mr. O’Hara. No MAAG in Brazil. There, because of the fact they 
are entirely on the American payroll, that mission serves the purpose 
of a MAAG entirely. There is no additional personnel. 

Mr. WicGLeswortH. That means your MAAG’s in other countries 
run very much higher than the average? 

Mr. ‘OHARA. es; that is what I was saying. Those in the Far 
East are probably the highest average. The Middle East would be 
next and Europe runs over the 80 average—I would say about 100— 
and Latin America runs only 1 to 6 or 7 to a country. 

Mr. WicGLteswortu. You have an increase here requested for 
something like 600 military plus civilians. Is that all is going to these 
new MAAG’s? 

Mr. O’Hara. The combination of those projected for the Middle 
East, and the ones for Japan, take care of the entire increase we 
propose. 

Mr. WicG_eswortnu. Both military and civilian? 

Mr. O’Hara. Right; and the one man in the few Latin American 
countries, which is not a big factor. 

I would like to add that means that there are reductions in other 
MAAG’s. There has been a pretty general reduction in the other 
MAAG’s. There is one exception that I would like to mention off 
the record. 

Mr. Gary. Your entire setup in Formosa is a MAAG setup? 

Mr. O’Hara. Yes. I want to make a distinction. While the total 
in Formosa is a MAAG, that portion of the MAAG known as the 
administrative MAAG excludes those people that are actually out 
working with the troop units. It does not include the people doing 
the actual training work. 

Mr. Gary. Does it include the general? 

Mr. O’Hara. Yes, sir; it includes all the supervisory positions, even 
the divisional training head, but it does not include the ones out 
doing the fieldwork full time. 

Mr. Gary. So the general’s salary is paid from this appropriation? 

Mr. O’Hara. No. Just his allowance is paid from this. All of the 
salaries of the military personnel assigned to the military assistance 
program, or any other program under the MSA, are paid by the mili- 
tary appropriation because the Mutual Defense Assistance Act 
prohibits the payment of any of its funds for the salaries of any military 
personnel. 

Station allowances and the travel both getting there and back, 
travel costs within the country, communication and other incidentals 
to their service are paid by the mutual defense assistance appropria- 


tion. 

The MAAG for Formosa, in military personnel, has a total of 789 
of whom 311 are for the administrative MAAG and the other 478 are 
the battalion training men. 

Mr, ANpeRsEN. Are the funds for the new MAAG setups budgeted 
on a full year basis, or do you have any lapses? 

Mr. O’Hara. No, sir; not on a full year except in the case of Japan 
where the MAAG bas just been set up. It was already organized, but 
it could not be activated until after mutual-defense agreements had 


4 
| be 
ca 
tl 
i 
| 


489 


been signed by Japan, and it went into action in June. In every other 
case they have a very large lapse because we figure about 6 months for 
them reaching their strength and they are budgeted on that basis. 

Mr. Gary. In contrast to Formosa, on Okinawa, that personnel 
would be defense personnel rather than MAAG? 

Mr. O'Hara. Yes. Okinawa is all defense. 

Mr. Gary. Those are our own installations? 

Mr. O'Hara. Yes. 

Mr. Taner. The FOA has nothing to do with them. 

Mr. O’Hara. No, sir. 


DEPARTMENTAL ORGANIZATION 


Mr. WicGLeswortu. What about your departmental setup? 

Mr. O'Hara. For departmental, sir, there are two pages in the 
front of this little book. They are headed “Title 1, chapter 1, military 
assistance, administrative expenses, comparative summary, depart- 
mental.” There is a two-position increase in fiscal year 1954 in mili- 
tary personnel. On civilians there is a reduction of 25. 

Mr. WieeLesworta. And 23 above 1953 in the military? 

Mr. O’Hara. Yes. 

The civilian personnel is down to 25 below 1954, and actually, 104 
below 1953 in positions. 

Mr. WicGieswortu. There again you have an increase in travel. 

Mr. O'Hara. Yes. 

OBLIGATIONS 


Mr. WiaGLtesworrtu. You gave a figure for obligations as of May 
31. Can you furnish for the record a breakdown now of that figure 
by months? 

Mr. O’Hara. I can, sir. 
(The information requested is as follows:) 


DEPARTMENT OF DerENSE—MDAP 


Administrative expenses by months, fiscal year 1954 


1 Includes proration of reimbursements to State Department for administrative support totaling $3,955,000. 


Mr. Taser. You are going to give us a breakdown for the $20 
million that you had available for this year. Now, let me ask you is 
that $20 million all that you have available for expenditure? 

Mr. O’Hara. For obligation we have an allocated total, maximum, 
including reimbursement for the State Department, of $21,100,000. 
Mr. Taser. What did you do with the rest of it? 
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Mr. O’Hara. It is being returtied to the appropriation from which 
it was a limitation—for programing of military assistance in Europe. 

Mr. Gary. Is this a special appropriation for administration, or is 
it a limitation to the amount that can be used? 

Mr. O’Hara. It was appropriated as a limitation to the amount 
that could be used. 

Mr. Gary. From the other fund? 


TRANSPORTATION OF THINGS 


Mr. O’Hara. Yes. On the previous question of transportation of 
things, if you are interested in getting back to that, I can give you 
the principal countries where the increase occurs. It shows the effect 
of this rotation. Greece is $140,000; Japan, $250,000; Formosa, 
$43,000; Indochina, $260,000; and the newly established ones, 
reporting for duty cost is $205,000. 

Mr. Gary. Why the increase in those countries? 

Mr. O’Hara. Those are the ones where you have either a heavy 
rotation coming up now by reason of the time that the MAAG was 
established originally and there is a periodic pulse to it, or they are 
new ones just established where you get the first cost of shipping men 
over. That first cost actually costs the taxpayers because it is usually 
paid in dollars. They go over in MSTS, but on the return trip it does 
not cost the United States taxpayers because the country pays the 
trip back, although it is a higher dollar charge per person. 


USE OF COUNTERPART FUND FOR ADMINISTRATIVE EXPENSES 


Mr. Gary. Are any portions of the administrative expenses paid 
from the counterpart funds? 

Mr. O’Hara. Yes, sir. In the case of Greece and Turkey, Indo- 
china and Spain—and there may be others, there are charges made 
from counterpart funds and in none of those do we actually get 
contributed local currency under our mutual-defense agreement. 
In other words, those countries do not actually contribute their money 
to pay, these expenses of the MAAG. There are other countries as 
well who do not contribute, and among them is Formosa. 

Mr. Gary. Could not a lot of these local personnel be paid by 
counterpart funds? 

Mr. O’Hara. We buy those counterpart funds from the Treasury 
with these appropriations wherever they are available and we use 
them for all our local expenses that they can be used for. We even 
pay the allowances of United States military personnel in these coun- 
tries with either the contributed currency, wherever it is available, 
or the counterpart. 

Mr. Gary. Can you give us a table showing the percentage of 
the payments made in counterpart funds last year? 

Mr. O’Hara. I can for the last year, but this year they are all 
charges in dollars. I can give you a pretty fair estimate for this year. 

r. Gary. I understand it is a dollar charge, but you buy these 
counterpart funds from the Treasury so the dollar goes back into the 
Treasury and you get the counterpart funds and use them for the 
expenditure. f clave that, but can you give us a statement 
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showing the total payments for the last year and the portion that was 
actually paid in counterpart funds. All I want is the total. 

Mr. O’Hara. Yes. The amount we have spent of this total for 
fiscal year 1953 shown here in contributed and counterpart combined? 

Mr. Gary. That is right. 

Mr. O’Hara. That was a total of $10,800,000 in the fiscal year 
1953, and it is approximately $8 million in fiscal year 1954. We do 
not have the exact figures for 1954 before us. We do have the exact 
figures and I could run them down for you, but I do not have themrighi 
here. 

Mr. Gary. That amount is out of a total of how much? 

Mr. O’Hara. Out of a total of $23,714,000. 

Mr. Gary. What was it in 1954? 

Mr. O’Hara. Out of the total of $20.8 million, it will be somewhere 
between $8 million and $9 million, Mr. Chairman. 

I do not have precise figures on that one, unfortunately. 

We estimate for fiscal 1955 that the total here against $25.8 million 
would be in the neighborhood of $12 million. 

Mr. Gary. That is both counterpart, and contribution? 

Mr. O’Hara. That is right, sir. 


SUPPLIES AND MATERIALS AND EQUIPMENT 


Mr. Taxser. I wonder how much of a job it would be for you to 
giv e us a schedule of supplies and materials and equipment for the 
ast 2 months? 

Mr. O’Hara. We really do not know, sir, whether we could get 
it from information which we have in Washington or not. I could 
get it for the last 2 months of last year, probably 

Mr. Taper. I do not care about that. 

Mr. O’Hara. We just do not have that information in here from 
the MAAGS at this time. 1 could give it to you on a departmental 
basis, I am sure. 

Mr. Taper. Let us have it on the departmental basis, 

Mr. O’Hara. The total which we estimate for the year is around 
42,000-—- 

Mr. Taser. Departmental? 

Mr. O’Hara. No; that is the total overseas and the departmental. 

Mr. Taser. You have it listed here as one-eight-five-point-eight-six. 

Mr. O’Hara. It is $185,000 for both objects but there is also some 
included in the 1954 program in the reimbursement for MAAG sup- 
port in the $4,019,000 made available, or to be made available to 
State. The departmental total is $5 58,000. I think, probably, we 
can get you a rundown on that point-o-eight and point-o-nine for 
the last 2 months. 

Mr. Cooper. I do not think we could. 

Mr. O’Hara. This is Mr. Cooper of the Army, and he says he could 
not do it without inquiring of each fiscal office, which would take some 
time. We could get it for you, but it will not be v ery prompt. 

Mr. Taser. What do you mean by each fiscal office? 

Mr. Cooper. We allocate all of our funds to our operating agencies, 
sir. We would have to make inquiry of those 29 or 30 operating 
agencies. 
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Mr. O'Hara. We could probably get the departmental figures 
probably by Monday or Tuesday. 

Mr. Cooper. I think I could get that information by Monday. 

Mr. Taser. That is all right; | would like to have you do that. 

Mr. O'Hara. We could get it for the others by going out to all of 
them, sir, but it takes a while to get the cables lg 

(The matter referred to is as follows:) 


DepartTMENT OF DereNse—MDAP 


Obligations for specified objects in May and June 1954-— Departmental administrative 
expenses 


Object of expenditure: Obligations 


Mr. O’Hara. Thank you very much, Mr. Chairman, and thank 
you, gentlemen, 


SarurDay, 17, 1954. 


ADMINISTRATIVE EXPENSES OTHER THAN FOR 
MILITARY ASSISTANCE 


WITNESSES 


LT. GEN. WILLIAM E. RILEY, DEPUTY DIRECTOR FOR MANAGE- 
MENT 

WILLIAM J. SHEPPARD, ASSISTANT TO THE DEPUTY DIRECTOR 
FOR MANAGEMENT 

JOHN E. MURPHY, CONTROLLER 

ROBERT I. BIREN, DIRECTOR, OFFICE OF ORGANIZATION AND 
METHODS 

JOHN E. DE WILDE, CHIEF, ADMINISTRATIVE BUDGET BRANCH 

EDWARD W. WILBER, DEPUTY ASSISTANT SECRETARY OF STATE, 
DEPARTMENT OF STATE 

‘HARRIS COLLINS, BUREAU OF EUROPEAN AFFAIRS, DEPARTMENT 
OF STATE 


Mr. Taser. The next item for consideration is the item of “Other 
Administrative Expenses.” 

Mr. Murphy, will you introduce the witness who will make the 
presentation? 

Mr. Murruy. Mr. Chairman, we have Lieutenant General Riley, 
the Deputy Director for Management for FOA, and we have Mr 
Wilber from the State Department. 

Mr. Taser. Is General Riley ready to proceed? 

Mr. Murpuy. Well, sir, if the committee pleases, I was going to 
say a brief word about the document as ‘a whole which we have, 
because it does include more than just FOA. 

Mr. Taser, Where is the document? 

We do not have anything but a page here. 

Mr. Murpuy. Sir, that is obsolete. I have here the book of justi- 
fications on this particular item. 


Mr. Taser. Are there any other questions on this particular setup? | 
If not, we thank you, Mr. O’Hara. i" 
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REDUCTION IN BUDGET ESTIMATE 


Mr. Taser. Is this a reduction from that other sheet? 
Mr. Murpuy. Yes, sir, it is lower. 
Mr. Taser. Is it a good reduction, or just a little? 
Mr. Murpny. Well, we think it is a good reduction. It totals 
$500,000. 

Mr. Taser. It seems to be from $30 million down to $34.7 million. 

Mr. Murpny. You are looking at the wrong figure, I am sure, Mr. 
Chairman. 

The original figure was $35.2 million. It is down now to $34.7 
million. 


SCOPE OF ESTIMATE 


This budget, Mr. Chairman, for the first time, is requested as a 
single, specific appropriation in the bill, and in that respect it is differ- 
ent - the Department of Defense estimate which you have just 
heard. 

Mr. Taser. What do we do about the Department of Defense item? 

Mr. Murpeuy. The Department of Defense item is included in 
the title I military-assistance appropriation. 

Mr. Taser. Do we specify in there as to how much? 

Mr. Murpuy. There is a limitation; yes sir. This is a specific 
appropriation. 

t is separate. 

Mr. Taper. There is a peculiar thing about this: You show a reduc- 
tion of 600 United States nationals, as compared with last year, and 
an increase of 300 locals. 

Mr. Murpny. We are prepared to give the committee a full ex- 
planation of that. 

Mr. Taser. However, you show more money. That is outlandish. 

That means you are paying the locals double what you pay the 
Americans, 

I do not understand that philosophy. 

Mr. Murpuy. | was about to explain it, Mr. Chairman, and it is 
all explainable. As I say, the budget covers the operations of both 
FOA and the Department of State, and this vear, for the first time, 
it includes a provision for—— 

Mr. Taser. We were told by Mr. O'Hara that the Department of 
State money was set out in his bill in transfers to other agencies. 

Mr. Murpny. The expenses of supporting the Department of De- 
fense by the State Department are included in the Department of 
Defense administrative expense estimate. 

The Department of State has other expenses, but Mr. Wilbur will 
talk on that when we come to that portion of the book, Mr. Chairman, 
which is tab 3 of the book, section 3. 

I wanted to explain briefly this overall page, and cite the change 
in the total from 1954 of $34,152,400 to $34,700,000 for fiscal year 
1955. 

I refer the committee to page 3, on which we have set out certain 
of the comparative transfers which have been necessary in order to 
bring all FOA operations together on a worldwide basis, as to 

uniformity. 
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You will recall, Mr. Chairman, that the Mutual Security Agency, 
the Technical Cooperation Administration, and the Office of the 
Director for Mutual Security were consolidated last August first by 
Reorganization Plan No. 7, and the different agencies had different 
ways of doing business. We believe we now have in the 1955 budget 
for the first time achieved complete uniformity on a worldwide basis. 

On page 3 you will note that there are three comparative transfer 
items set forth in the middle column starting after the deduction for 
the Department of Defense, which is another item. 

We deduct $1,813,430 in order to regularize the program of financing 
State Department administrative support overseas and in Washing- 
ton, and we add in $80,781 with respect to representation of the 
various agencies. 

It had been a TCA practice, for example, to pay representation out 
of program funds, whereas, MSA had charged representation to ad- 
ministrative expense funds. 

So, the net transfer into administrative in that item is $80,781. 

The last item is an item of $385,000, which represents the transfer 
of the expenses of administering the Korean program, which were 
borne by FOA in 1954 from the Korean program appropriation. 

This does not include, Mr. Chairman, a very important item which 
is essential to get comparability between the totals shown in the 
fiscal year 1954 column, and the fiscal year 1953 column. That item 
amounts to $1,790,000, and it represents the estimate of the cost of 

-administering the Korea Civil Assistance Command (KCAC) and 
a full year costs for FOA in Korea in 1955 which, for the first time, 
will be made a part of this budget. You will recall that in 1954 in 
connection with this program, civilian relief in Korea (CRIK), was 
a separate item, and in 1955 it is being brought in the mutual security 

rogram and the expenses of administering it, for the first time, are 
included in this budget. We estimate those expenses at $2.1 million 
in total in Korea for KCAC and the FOA expense in Korea. 

Mr. WicGciesworru. Off the record. 

(Discussion off the record.) 

Mr. Murpny. You will note on page 21 in the book that the estimate 
for 1955 is $2.1 million; whereas, the estimate of expenses in fiscal 
year 1954, which are for FOA only, are $310,000, and if we could 
assume that the expenses in the fiscal year 1954 or KCAC were the 
same as we think they will be in 1955, we would have to add another 
$1,790,000 into our 1954 estimate. 

The result, therefore, Mr. Chairman, would be to provide a decrease 
in the overall expenses as between fiscal vear 1954 and fiscal vear 
1955, of $1,242,351. 

Mr. Taser. On this Korean picture, you are planning to spend a 
lot more money on it than you did last year? 

Mr. Murpuy. Well, it is the introduction of this item into the 
budget for the first time, Mr. Chairman. 

CAC is a going organization, and we have Mr. Hopper from the 
Department of the Army, who will discuss that item when we come 
to it. 

The Department of the Army has not been required in the past to 
break its expenses down on this item as between administrative and 
program, as FOA has had to do, and we, therefore, would not have 
available the 1954 obligation data similar to what we have for fiscal 
year 1955. 
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USE OF COUNTERPART FUNDS 


Mr. Gary. What portion of the $34.7 million will be paid, or 
contributed in counterpart funds? 

Mr. Murpny. I do not know the answer to that, Mr. Gary. I 
could get you the experience data with respect to fiscal year 1954, and 
make an estimate. We do use counterpart local currencies, wherever 
they are available, and wherever they can be generated as a result of 
the mutual security program, the same way as the Department of 
Defense does. 

Mr. Gary. Do you have the information for 1954? 

Mr. Murpuy. | either have it, or I can get it, Mr. Gary. 

Mr. Gary. Will you place it in the record at this point? 

Mr. Murpuy. Yes, sir; I will. 

Mr. Gary. Will you show the total expenses or expenditures and 
the portion paid with contributions and counterpart funds in a 
separate column? 

Mr. Murpuy. Yes, sir. 

(The matter referred to is as follows:) 

Total foreign operations obligations for overseas administrative expenses 
including salaries of American personnel was estimated $15,130,179 for fiscal 1954. 
Of this amount an estimated $7 million was used to purchase local currencies as 
follows: From counterpart funds, $4.9 million; from other United States Treasury 
holdings, $1.4 million; from other sources, $0.7 million. No contributed currencies 
were available to finance FOA administrative expenses. Contributed currencies 
were available for certain local administrative expenses of the military assistance 
program for which a separate administrative budget has been presented by the 
Department of Defense. 

Mr. Taser. We shall proceed with the general statement. 

Mr. Murpny. General Riley has a brief statement to make about 
the Foreign Operation Administration segment of the budget, sir, 
which starts on page 7, and, as I said, Mr. Wilbur will follow for the 
Department of State, and then we have Mr. Hopper here from Army 
on the Korean item. 

Mr. Taser. General Riley, you may proceed. 

General Riney. All right, sir. I will have a copy of this for the 
record, if you desire it. 

Mr. Taser. How long is it? 

General Ritey. It is about 8 minutes, sir. 

I can brief it, or I can read it. 
Mr. Taper. Suppose you read it. 


FOA ApMINISTRATIVE EXPENSES 


General Ritey. Mr. Chairman and members of the committee, 
today, we would like, in accordance with your desires, to present a 
review of the administrative expenses.we estimate to be necessary for 
fiscal year 1955 to cover the expenses of personnel in Washington and 
overseas. The personnel covered by this estimate plan and control 
United States assistance, or do the administrative work so essential 
to a smooth functioning of the overall organization. 

In addition to the administrative personnel, there is another small 
cadre of personnel, who are employed here in the Washington head- 
quarters, for the express purpose of working on assistance projects. 
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Funds for this group were included in the program presentation for 
the four regions. 

In order to avoid the possibility of misunderstanding, let me digress 
a moment to explain the different tasks performed by the two types of 
personnel. 

In the overseas missions, there are a limited number of administra- 
tive personnel, paid from the administrative funds, we are now asking 
for. The bulk of the personnel in these missions, however, is com- 
posed of specialists, such as engineers, public-health officers, agricul- 
ture and other specialist technicians. This group is paid from 
program funds. 

he limited number of personnel in our overseas missions, who are 
paid from the administrative funds, include such personnel, as the 
mission director and his immediate staff, the administrative and 
housekeeping positions, accountants, end-use investigators, legal, and 
certain positions which are concerned with the screening, and approval 
of the projects. : 

As we have personnel in each mission, who plan and control the 
program, as well as personnel who work on projects, we also have 
these two types of personnel in the United States. There are, how- 
ever, two significant differences with respect to employment of these 
two types of personnel in the United States. First, the proportions 
are reversed. In Egypt, for example, there is 1 administrative expense 
person, for each 8 project technicians. In FOA/Washington the proj- 
ect personnel total less than one-fifth the number of control and 
administrative personnel. The second difference is the obvious one 
of the location of the project. Ground-water test drilling, and public- 
health demonstration projects, in Egypt require project technicians in 
Egypt. A project to train Egyptian personnel in the United States in 
agricultural techniques, or public health systems, or to prepare a 
film on malaria control for use in Egypt, requires project personnel 
also in the United States to arrange wb supervise the project 

The FOA estimate before you for fiscal year 1955 covers the adminis- 
trative work formerly done by three agencies—the Mutual Security 
Agency, the Technical Cooperation Administration, and the Office of 
the Director for Mutual Security. These 3 agencies were consolidated 
into 1 by the President’s Reorganization Plan No. 7, which became 
effective August 1 last vear. 

With your permission, Mr. Chairman, I would like to avail myself 
of two charts that I have here with me, which will present a composite 
picture of our present organization. 

The first chart shows the relationship of the Foreign Operations 
Administration to the other departments of the Government as set 
forth by the President in the reorganization plan, and in his letter of 
June 1, 1953, to Mr. Stassen and to the heads of the departments. 
You will note that on the left of the line I have listed those offices from 
which the Director derives policy guidance in the operation of the 
Foreign Operations Administration. 

On the right of the line I have listed the offices from which FOA 
obtains advice and assistance to carry out its operation without dupli- 
cating other resources in the Government. 

P sia second chart shows the organization of FOA itself in greater 
etail. 
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Here in this central we have the Director of the Foreign Operations 
Administration and his principal Deputy. Below this level the central 
job is that of the Deputy Director for Operations. He directs and 
coordinates the work of the four regional directors, and through them, 
the country missions. You will note that there are four regional offices 
in FOA/Washington. There is | for the Far East, | for the Near East, 
South Asia, and Africa, 1 for Europe, and 1 for Latin America. These 
regional offices cover the same countries abroad as the regional offices 
in the State Department. In this way, the operations of FOA can be 
directly geared, to the foreign policy considerations, for each country 
and region, 

Each regional director is responsible for the country missions 
located in his region. 

All of these country missions operate under the close guidance of 
the ambassador in each country. There is also a careful division of 
the work between the FOA missions and the embassies to prevent any 
duplication. In many countries, for example, we have one person 
who is doing the same kind of work both for FOA and for the Depart- 
of State. ‘his has not only reduced administrative expense require- 
ments but has also made for more efficient work for the United States 
Government as a whole. As I will mention in a moment. the expenses 
for European operations are being scaled down sharply to correspond 
with the reduction in United States programs in Europe. 

These regional offices in Washington are organized on a geographic 
basis. In other words, below the regional director, and for each 
country there is an officer who is responsible for coordinating all 
FOA programs for that particular country. They are the focal point 
through which all communications are channeled, coming in from the 
country and going out from Washington. 

In order to facilitate the tasks of the Deputy Director for Opera- 
tions, and the regional directors, we have established the Offices of 
the Deputy Director for Technical Services and the Deputy Director 
for Management. 

The Deputy Director for Technical Services is responsible for the 
technical work of the agency, including procurement of technical 
supplies and commodities, review of programs and projects to deter- 
mine their technical feasibility, and arranging for training of foreign 
technicians. The offices are organized, as you will note, on a fune- 
tional basis. There is an Office of Industrial Resources; Office of 
Food and Agriculture; Office of Small Business; Office of Public 
Services, which includes Public Health and Education Divisions; 
Office of Trade, Investment, and Monetary Affairs; Office of Labor 
Affairs; and Office of Transportation. 

In some of the predecessor agencies there was a tendency to cluster 
technicians within each regional office. This practice has been 
stopped and all technicians in FOA are now concentrated under one 
office serving the whole agency. 

The Deputy Director for Management is responsible for providing 
the necessary management services and management controls. There 
is an Office of Personnel; Office of Organization and Methods, Office 
of the Controller, Office of Public Reports, Office of Personnel Security 
and Integrity, ete. 

This reorganization made it possible to eliminate duplicate—and 
triplicate—jobs. There were chiefs of fiscal units, personnel, legal 
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units, and agricultural offices in at least two of the predecessor agencies, 
and sometimes in all three. These duplicate and triplicate jobs were 
combined into one in the new organization. 

Administrative expense obligations during the fiscal year preceding 
the reorganization were $36,746,009. Administrative expenses last 

ear were $28,233,351, a reduction of $8,512,658, or 23 percent. 

he number of FOA administrative personnel was reduced from 
4,448 on January 31, 1953, to 3,087 on May 31, 1954. Washington 
administrative personnel was cut in that period by 23 percent. 

The $29,600,000 requested for administrative expenses in 1955 is 
composed of $12,725,476 for administrative expenses in Washington 
and $16,874,524 for administrative expenses overseas. This represents 
a decrease in Washington of just under 3 percent, a slight decrease 
overseas, exculsive of Korea, and a large increase for the new funding 
in Korea. 

While total overseas administrative expenses, exclusive of Korea, 
decrease slightly, we have sharply decreased obligations in Europe, 
held the Near East about where it was, and allowed some increase 
for Latin America and the Far East. Obligations in Europe are cut 
in the estimate by $1,124,973, or over 18 percent. Obligations for 
administrative expenses in Europe had already been reduced by 
$1,746,475 from 1953 to 1954. Obligations for Europe have thus 
been decreased from 1953 to 1955 by 36 percent. 

In the Near East and South Asia we plan an actual reduction of 
positions. However, there will be a slight increase in the dollar esti- 
mates, since we are nearer to being completely staffed there and a 
lower lapse rate has been estimated. In the Far East the increase 
proposed for fiscal year 1955 largely results from the inclusion of 
administrative costs for Korea and Japan as new items in the fiscal 
year 1955 estimates. In Latin America moderate staffing increases 
are being proposed in several of the missions as a result of increased 
program emphasis in the area. 

he larger portion of the money requested in the FOA adminis- 
trative estimate is for personal services. The people hired with these 
funds do many things designed to advance the United States interest 
and to protect the integrity of expenditure of program funds. For 
example, they determine, on the basis of factual analysis, the specific 
kinds of projects which will most effectively achieve United States 
objectives; they screen out unnecessary or second priority requests; 
they negotiate the sale of surplus agricultural commodities; they 
review procurement to assure that FOA pays only fair market prices; 
and they provide the financial control over the large amount of pro- 
gram money which the Congress makes available. In this respect, 
therefore, our administrative expense funds might be looked upon as a 
premium for insurance against ineffective use of the aid dollars which 
the United States is providing. 

In concrete terms, our request is for $1 of overhead expense for 
fiscal year 1955 for every $133 of assistance money which the President 
has requested, including military assistance funds. 

We have done our very best to make this estimate represent only 
the amount necessary for effective and frugal management of the 
program funds to be administered. 

This concludes my general statement, Mr. Chairman. 
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1 have with me here today my assistant, Mr. Sheppard, our Con- 
troller, Mr. Murphy, and our Budget Officer, Mr. DeWilde. We 
are all available to answer any detailed questions you gentlemen 
may wish to ask. 

That concludes my statement, Mr. Chairman. 


AVERAGE SALARIES OF PERSONNEI 


Mr. Taser. I have been looking at the top of the figures for just a 
moment, and I have been doing a little arithmetic. 

I find that you have 1968 American positions, departmental, for 
1954, at $13,103,200. That is $6,660 a head. 

I find that you have an estimate in for 1955 for 1,494 positions at 
$12,725,500, and that is $8,500 per head. 

That is the way you get more money for a smaller number of people. 

1 wonder if you have any explanation which is intelligible for that 
operation? 

Mr. Suepparp. Mr. Chairman, could 1 point out one thing there, 
that by using the American position figure for fiscal year 1950———- 

Mr. Taser. I am using only the departmental figure for this par- 
ticular purpose. 

Mr. Suepparp. You are using the figure of 1,968. 

Mr. Taser. Yes. 
*, SHEPPARD. If you will notice, there is a lapse of 426 positions 


. Taner. Where is the lapse shown? 
Mr. SHepparp. On page 11, sir. 

Mr. Taper. Well, you have 1,968 positions at $11,878,120, and over 
on the first page you have the same number of positions at $13,103,000. 

Mr. Murpuy. That is all objects of expense, Mr. Chairman. That 
is not just salaries. 

Mr. Taser. That is a peculiar way to do things. It is hard to keep 
up with you. 

Mr. Suepparp. Mr. Chairman, | believe that the average salary 
cost per man-year goes up this year about $250 per man-year. 

Mr. Taser. Is that all? 

Mr. Suepparp. Yes, sir; the man-year figure this year, as I calculate 
it, is five thousand eight hundred and ninety dollars-something, and 
for next year it would be six thousand one hundred and forty-some odd 
dollars. Now, those increases are, I believe, explainable, sir, in the 
other objects. There is, of course, the matter of in-grade raises for the 
overseas personnel, and for Washington, when they qualify. 

Mr. Taser. It says “average permanent local personnel not 
included above,” and there is nothing there. 

Mr. Murpay. This is for Washington, sir. We are following a 
standard format. 

Mr. Taser. Where do you get the figures on the total personnel? 

Mr. SHepparp. For the total Washington civilian personnel, sir? 

Mr. Taser. No; the other figures on the foreign personnel also. 

Mr. SHeprparD. That is shown on page 8, sir. 

Mr. Murpuy. That is worldwide. 

Mr. Taser. Let me get back to this: 

You have in here a poor kind of an operation. You have a smaller 
number of personnel, and you show a larger travel figure. 
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TRAVEL 


The number of personnel is down by 138, which is approximately 
8.5 percent, and your travel figure is up $211,000, or about 18 percent. 

How do you accomplish that result? 

Mr. Suepparp. I should like to say this, Mr. Chairman: 

The travel obligations for the combined three agencies this fiscal 
year were really, we feel, lower than would normally be expected. 
The fact of the matter was that during the first 6 months of the fiscal] 
year when we were going through this reorganization, reducing 
forces and changing the responsibilities and duties of practically every- 
one in the preceding three agencies, there was very little overseas 
travel done. Now, that is one reason for the increase, because we feel 
that further money is needed, if FOA is to discharge its responsibilities 
with these many missions abroad; that we just have to visit those 
missions more often. There, of course, is some increase here—I 
believe there is a $6,300 increase—because of the new Korean situa- 
tion. There is a little increase in Korea, but not much. There is a 
little increase for Latin America, because of an anticipated higher 
turnover rate there next year, requiring the payment of travel of 
people down there back to Washington with their household goods, 
and that sort of thing. 


COMMUNICATIONS SERVICES 


Mr. Taper. Under communications services, I note they went up 
from 1953 to 1954 by an amount of $117,000. 

Mr. Sueprarp. No, sir;] amsorry. Are you on the departmental? 

Mr. Taser. Yes. That is what it is on page 11. 

Mr. SHepparp. Yes, sir. 

Mr. Taner. You have it going up next year by $18,000, or better. 

Mr. SHepparp. Yes, sir. 

Mr. Tarer. That is an awful big jump from 1953 to 1954. It was 
almost 50 percent. 

Mr. SuHepparp. Yes, sir; I believe that is occasioned by the increase 
in the number of small-business circulars which were sent around by 
FOA between those two periods. 

We have, by statute, an Office of Small Business which is held 
responsible for keeping small business in the United States advised 
of essentially two things: 

One, what we are buying, so that they can have an opportunity to 
bid on it; two, opportunities for business abroad, so that they can 
share in that foreign trade. That is a very active outfit, and they 
have me their number of circulars that they are mailing 
around. 

I must say that there seems to be a very favorable response from 
this service, both from organized small business in the United States, 
and otherwise. 

Mr. Taser. You do not seem to have an increase in services per- 
formed by other agencies. That is the first time I have run into any- 
thing like that. 

SUPPLIES AND MATERIALS 


In regard to supplies and materials, I do not know what you spend 
all of that for. 
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For instance, here are the June 30 obligations: 
One thousand two hundred desk trays, 750 side-arm chairs; 600 
wastepaper baskets; 450 desk lamps; 420 flattop desks; 420 chairs; 
360 costumers; 180 secretary’s desks, and a like number of chairs; 180 
typewriters; 180 bookcase sections; 25 adding machines; 24 supply 
cabinets; 20 conference tables; 12 calculating machines; 2 duplicating 
machines, one photocopy machine, at a total cost of $72,500. 

Here are a few other general items: 

Bond and mimeograph paper, $6,900; modern talking machine 
service, $4,000; charts and printing reports, $4,500. 

Those are funny things to be coming about on the 30th day of June. 

Mr. SHepparp. Mr. Chairman, could I address myself to that a 
moment, please, sir? 

Mr. Taper. Yes. 

Mr. SuepparD. The increase in the last item mentioned—the print- 
ing costs—I believe was occasioned by an increase in the estimate of 
presenting our various books on the Hill. 

(Discussion off the record.) 

Mr. Taper. Did you know on June 30 what the obligations were? 

Mr. Murpuy. We knew approximately within a few days there- 
after. Out of the $36,400,000 made available to FOA and State for 
1954, the total estimated obligations came to $35,500,000 includir 
these items and we have an unobligated balance of $900,000 which 
we turned back at the end of the fiscal year. 

Mr. SHepparp. That is FOA alone. 

(Discussion off the record.) 


AVERAGE SALARY 


Mr. ANprersEN. Mr. Chairman, I notice what is seemingly a lack of 
coordination of figures which I would like to inquire about. 

Mr. Taser. You do not mean there is anything like that? 

Mr. ANDERSEN. I just cannot get them to jibe. If you will look 
at page 11, at the middle of the page, you have 1594.5 positions for 
$9,719,422; do you not? 

Mr. SHEPPARD. Yes, sir. 

Mr. AnpersEN. That will average $6,094 by my calculations if my 
arithmetic is correct. 

In the next column you have 1,444.6 positions for $9,168,328. That 
will average $6,340 per position. In other words, you go up from an 
anticipated average cost for civilian personnel about $246 for each 
position. Is that not correct? 

Mr. Suepparp. I have not calculated it. 

Mr. AnpERSEN. Then if you will turn to page 12, if that is the case, 
how can you justify your second paragraph on the left to say: 

In the consolidated FOA, comparable positions existing in the predecessor 
organizations were combined. Specifically such positions as chiefs of fiscal, 
personnel, legal, agricultural, health, education, industrial, and similar units which 
existed in each of the three predecessor organizations were consolidated. 

If those were eliminated, why should not the average cost per posi- 
tion go down instead of up? But instead of that you show an average 
rise per position of $246; yet on page 12 you say you have eliminated 
duplications of heads of agencies, this and that, chiefs, and so forth. 
at is the explanation of that? 
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Mr. Suerparp. I would say one explanation is the ingrade promo- 
tion of Government people. 

Mr. AnprersEN. There must have been an awful number of them 
even to approximate that increase, if you give any credit at all to the 
reduction in chiefs. 

Mr. Suepparp. We do. that. 

Mr. ANpERSEN. How many supergrades do you have in FOA? 

Mr. Sueprparp. I believe we have now 33. 

Mr. AnperRsEN. In what range? 

Mr. Suepparp. The regular supergrades. We do have a $15,000 
level; but, otherwise, they are the regular supergrades. 

Mr. Anpersen. You have 33 here in Washington. 

Mr. Suepparp. Yes, sir. I would like to say that one of the 
interesting facts in this reduction in force which was run last year is 
there were 380 reductions on the executive side in Washington, 185 of 
which were in GS-12 and above. 

Mr. AnprrseN. But the point I make is that your average per 
position has gone up $246. 

Mr, Suerparp. Yes, sir. 

Mr. ANDERSEN. From 1954 to the anticipated 1955. 

Mr. Suepparp. I would like to say you notice that increase is, in 
spite of the ingrade salary increases, a general increase in “Other 
objects.” For example, you notice in 01, the item for personal serv- 
ices, it goes from $9,719,422 to $9,168,328; on the other hand, under 
“Other objects,” the travel item goes from $570,136 to $781,153, and 
it is that balancing off. 

Mr. AnpreRsEN. I am just taking your own figures, the one on that 
page 11 where you give the total cost for these 1,594 positions. 

Mr. Suepparp. The total personnel cost. 

Mr. Anpersen. That is right. That certainly should be compar- 
able to the next column where you show the total reduced cost for 
the 1,444 positions. 

Mr. Suepparp. Yes, sir. 

Mr. Anpersen. And averaging those you get this $246 pen position 
more. [ cannot see at all where you can justify any credit for what 

ou say on page 12 of the justifications as to the economies obtained. 
ust where are the economies? 

Mr. Suepparp. The economies are in the number of positions and 
in the number of man-years. 

Mr. AnpEeRSEN. But they actually do not show up and what I am 
trying to get at is, if economies were effected, you would not show an 
increase from 1954. 

Mr. Suepparp. We do, as you point out, have an increase of $246 
per person; but we also have reduced positions by 5.6 percent and 
average cost, due to the average reduction in man-vears of 150 in 
Washington alone. 

Mr. AnprRsEN. That has nothing to do with the average cost. 

Mr. Suxpparp. That is right. 

Mr. ANDERSEN. I am trying to stick to one thing. I am trying to 
get what you say on one page to coordinate with the other. 

Mr. Sueprarp. What this paragraph says is that by the consoli- 
dation of FOA comparable positions onsting in three other organiza- 
tions were combined; they were consolidated and they produced more 
effective action, decision and, of course, reduced cost. 
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If I could point to this one chart under the Deputy Director for 
Management—- 

Mr. ANDERSEN. It may have produced more effective administra- 
tion; I am not arguing that, but simply the cost item. Your figures 
are as they are, and | cannot see where you could justify that state- 
ment that you have effected any economy by this coordination. 

Mr. Suepparp. I would say this: There is an increase on an average 
basis, but the net cost of personnel as a result of eliminating these 
positions has gone from $9,719,000 to $9,168,000. 

Mr. ANDERSEN. Do you not feel you are too liberal with your wage 
standards all the way through FOA in comparison with other seg- 
ments of our Government? Tin thinking particularly of Agriculture. 

Mr. SuepparD. I would answer that in this way. Of course here 
in the United States we operate under the Classification Act. We 
have to classify our jobs according to the standard Civil Service Com- 
mission rules, including the nature of the work and also the difficulty 
of the work. Abroad we are not under the Classification Act, but 
we have elected to follow those same standards and principles of 
personnel administration. 

One thing, of course, which makes our average United States 
personnel higher is that we rely on other agencies, particularly for 
clerical work. The Department of State abroad produces quite a 
little work for us, by and large, in clerical operations. They also do 
some work here of a clerical nature. All of our communications are 
handled by them, by and large with clerks. I would say that is a 
factor in terms of the average personnel cost per man-year. There 
is this cost factor, and we are applying the civil service system and 
the Classification Act and I believe we are following it and I know 
there are some people in our agency here who will say we are following 
it too closely. But I think we can say we are following the Classifi- 
cation Act closely and have a reasonably tough classification policy 
on the positions. 

I would answer the question in that way, I think. 


INCREASE IN NUMBER OF PERSONNEL 


Mr. Wiaeieswortu. Looking at page 15, if you take lapses into 
the picture, you apparently are going to increase your American 
personnel overseas from 757 to 798 and also increase your local per- 
sonnel from 1,199 to 1,541, so that you will have a total of 2,339 
compared to 1,956. Is that right? 

Mr. SHepparp. Yes, sir. 

Mr. Wiae.teswortH. How many offices or missions does that total 
refer to? 

Mr. SHepparp. It refers to all of our overseas missions. 

Mr. How many? 

Mr. Suepparp. 55. 

Mr. WieeLtesworrtu. And what else? 

Mr. Suepparp. I guess it is 56. 

Mr. Wigetesworts. And what else? 

Mr. Suepparp. The biggest item here and in the expense increase 
is the Korean increase. Tt includes the Korean increase. 
_ Mr. Wiaeteswortu. What else besides the 56 missions are you 
including —anything? 
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Mr. Suepparp. No, sir. 

Mr. Wicc.iesworts. How about the Paris office? 

Mr. Suerparp. That isthe USRO. That isin the 56. That is the 
United States Regional Office. 

Mr. WiaG.eswortu. How many are there in the Paris office? 

Mr. Suepparp. FOA has budgeted 57 for that Regional Office 
which we mention. That is the USRO—the old SRE o1ganization. 

Mr. Wicc.ieswortu. There are 58 people in that office. 

Mr. Suepparp. Yes, sir. 

Mr. Wiae.ieswortn. Is that all? 

Mr. Suepparp. That is in the administrative funds. 

Mr. Wiccieswortu. How many other people are there in there? 

M1. DeWitpe. On page 37 is a breakdown of the man-year employ- 
ment for the Foreign Operations Administration, the Defense Depart- 
ment and the Department of State, all of whom fund the United 
States Regional Office in Paris. 

Mr. Wiaeieswortn. Is that 117 in addition to the 58 you have 
been talking about? 

Mr. DeWitpe. No, sir. The difference between those two figures 
is the one is a position figure and this is an average-employment figure. 

Mr. Suepparp. I think the difference between the 57 and the 52.3 
shown for FOA is in the next to the last column. Is that correct? 

Mr. Wiccieswortu. I am trying to find out how many people we 
have working overseas and I have to pick it up in little pieces. 

Mr. Suerparp. We can give you the total if you would like. 

Mr. Wiaateswortn, I thought 2,349 was the FOA overseas total. 

Mr. Suepparp. That is against administrative expenses. That is 
correct. 

Mr. Wiaateswortn. What else is there in the picture? 

Mr. Suepparp. That is all that is in this estimate. 

Mr. Wicetesworta. I asked you about Paris and you told me 
there were 58 there. 

Mr. SuepparpD. That is right. 

Mr. WiGcGLeswortu. Over on page 37 you apparently have 117. 

Mr. Sueprard. Those are not FOA people; those are State and 
Defense people which bring the total to 117. 

Mr. WicGLeswortnH. But on your payroll? 

Mr. Suepparp. No, sir; they are on the payroll of their own 
agencies. We have pooled them together here. 

Mr. Taser. Well you furnish the money for them in this bill. 

Mr. Suepparp. That is right, to the State Department. 

Mr. Murpuy. The Defense portion is in the Defense estimate that 
Mr. O’Hara presented. 

Mr. Taser. But there was an allotment of $6 million and a little 
bit better from the Defense Department to State and there was an 
Te of $1.3 million—I cannot remember exactly—from you to 

tate. 

Mr. Murpnuy. That is correct. But those did not involve this 
regional office. That is administrative su t that the State 
Department rendered to the Department of Defense. This USRO 
item of 65 man-years for the Department of Defense was in the esti- 
mate Mr. O’Hara presented. 
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PAY AND ALLOWANCES 


Mr. ANDERSEN. You told me there were 33 supergrades here in 
Washington. How many are there in the field? 

Mr. SHepparD. Our people abroad by and large are on the Foreign 
Service rolls. 

Mr. ANDERSEN. Let us get some idea of how much they are paid. 
How much are the heads of the various missions paid? 

Mr. Suepparp. That varies around the world. It runs from a top 
for a class 3 chief of mission salary, State Department salary, of $17.5 
thousand per year down to as low as $11,130 for a small mission in 
the Middle East. 

Mr. ANDERSEN. It runs from $17,500 down to $11,000. 

Mr. SHepparp. Yes, sir, for chiefs of mission. Those higher 
salaried people are in places like Paris, Spain, Germany. 

Mr. ANDERSEN. What other allowances do those chiefs of mission 
receive? 

Mr. SHepparp. They all uniformly get a housing allowance. 

Mr. Anpersen. They get their house furnished? 

Mr. SHepparpD. Or an allowance to rent their own, varying by 
post. They always get a representation allowance of some kind; 
then, varying by post, they get what they call a cost-of-living 
differential. 

Mr. Anprersen. They do get the cost-of-living differential in addi- 
tion, say, to the basic $17,500 for the top. 

Mr. SHEPPARD. Yes. 

Mr. AnprERSEN. Is that 20 percent in some instances and 10 in 
others? 

Mr. Sueprarp. It varies. It is based on a statistical analysis of 
the cost of living in Washington, compared to the cost of living at 
the post they are in. 

Does that differential apply to the senior people? 

Mr. DeWirpe. Yes, I think it does. I think it applies to all. 
There is also a hardship post differential at some of those posts which 
the Department of State classifies as being hardship posts, and I 
think the percentages vary from 10 to 25 percent. 

Mr. Anperson. And that applies to all of the personnel of the 
mission; is that right? 

Mr. DeWixpve. Yes, sir, it does; all except Foreign Service 
Reserve officers. 

Mr. Anperson. I am referring to FOA people. 

Mr. Suepparp. FOA is included in the Foreign Service Reserve. 

Mr. AnperseNn. In other words, you really have quite a few posi- 
tions paying the equivalent of $20,000 when you take the pay stand- 
ards here into consideration, do you not? You have many who get 
from $20,000 down to $14,000, considering the heads of missions, do 
you not? 

wae SHepparp. The heads of missions of very high rank; about like 
that. 

Mr. AnperseEN. I still think they are a little highly paid, are they 
not, comparable to other positions in the Government here in Wash- 
ington? 

ME SHepparp. I think you could say that. I think you could say 
the comparison really is with the chief of a foreign mission where they 
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were removed from guidance, direction, and control from the Wash- 
ington headquarters and where, because they were on the ground and 
required extraordinary judgment. 

Mr. Anppersen. You feel it is justified to get them to live abroad; 
is that it? 

Mr. Suepparp. That is partly it. It is justified not so much be- 
cause they are living abroad—that is part of it—but part of it is to 
get the quality of people we think you need to handle these vast 
amounts of American money in those various countries. 


NUMBER OF DEPARTMENTAL AND OVERSEAS PERSONNEL 


Mr. Wicciesworts. On page 1 you show FOA and State and the 
USRO, and you have an vera summary that shows 2,729 Americans 
and 1,757 locals, or roughly 4,500 people. 

Now in the top line there are about 1,500 of them departmental. 
If we deduct that 1,500, are all the rest in the field? 

Mr. Suepparp. No, sir. There are 1,494. 

Mr. Wiacieswortn. Is that the only departmental item on that 


page? 
“Mr. DeWipe. No, sir. The other Department items are under 
the Department of State operation. 

Mr. Suepparpd. That is down in the same column—271. 

Mr. WiceLteswortu. And the next line is overseas; is it not? 

Mr. Suepparp. Yes, sir. 

Mr. DeWine. Part of the Mutual Security Program Policy Re- 
view—I might say most of those positions are in Washington. There 
are some positions——— 

Mr. WicateswortH. Most of what positions? 

Mr. DeWitpe. In the Department of State. 

Mr. Wiacieswortn. But the 96 are overseas? 

Mr. DeWine. Yes, sir; that is correct. 

Mr. Wiae.tesworrn. Then, roughly speaking, you have 4,500 
people overseas and taking out the 1,494 and the 271, something 
more than 1,700, that means you have about 2,800 overseas in this 
picture. 

Now what else do vou have? You said there were a lot of program 
workers overseas also included. 

Mr. Sueprarp. That is right. 

Mr. Wiaciteswortu. How many of those? 

Mr. Suepparp. The total projection for 1955 is in the neighbor- 
hood of 3,000. 

Mr. Wiceteswortsu. Three thousand program workers overseas. 

Mr. Murpny. There must be something wrong with your calcu- 
lation of 2,860; because the total number of American people em- 
ployed is 2,700. 

Mr. Wiaateswortn. Plus 1,700 locals. 

Mr. Murpny. I see. 

Mr. WiacteswortH. That makes about 5,800 people not counting 
the military picture at ail. 

I thought from what Governor Stassen said that we were cutting 
down substantially on these overseas forces. I do not know just 
what the picture is. I know that some years ago there were over 500 
people in the regional Paris office alone. 
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Mr. Suepparp. Yes, sir. 
Mr. WiceLeswortH. We had so many people overseas that the 
were really not only unnecessary, but i think actually creating il 
will in many countries. 

Mr. Yes. 

Mr. Wicc.Leswortu. I am anxious to see that overseas staff pulled 
down to a reasonable size. 

Mr. Taser. The State’s setup shows 367 Americans for 1955 and 
216 locals on page 27. I do not know what it means, but it looks 
like they were still blossoming. 

Mr. Weddieuwouye. Here you have 56 missions and you have at 
least 5,800 people. That is over 100 people doing this operation of 
the FOA work over and above military people in the picture. 

Mr. SuHepparp. Yes, sir. 

Mr. Wiaeieswortu. And that is over and above all of our Embas- 
sies, consular, and other State posts. 

Mr. Suepparp. That is correct. 

Mr. Wiccteswortu. I just do not see how you can use that many 
people effectively. 

Mr. Suepparp. Let me make this differentiation which General 
Riley did between program people and departmental. The program 
people, 3,000 which you have m that number, which includes both 
American citizens and citizens of other countries, means the techni- 
cians who carry out the projects. In other words, they are engineers, 
Public Health doctors, agricultural specialists. Thay are people who 
go out in the country to teach the Egyptians or any other foreign 
nationals how to increase their productivity. 

Mr. Under ‘“Technical assistance.”’ 

Mr. Suepparp. Yes, sir. 

Mr. Wiae.Lesworrn. I thought we provided for technical assist- 
ance. 

Mr. Suepparp. That is right. 

That is not in this estimate, but that 3,000 amounts to the people 
who actually do the a work. The other estimate is the ad- 
ministrative expenses. The administrative expenses consist abroad, 
for example in this mission in Egypt, of 14 people. 

Mr. WicGLeswortH. You have an average of 50. 

Mr. Sueprarp. Including Americans and locals. That varies ac- 
cording to where the missions are. In Latin America our missions 
tend to be smaller than elsewhere. Our European missions are being 
sharply cut back. In fact, there will be a 36 percent cut in obligations 
in European missions from 1953 to 1955. 

Mr. Taser. But you are asking for an increase in your overesas 
positions. 

Mr. Suepparp. That position increase arises from the Korean 
transfer from the Army to FOA. The figures for total overseas, the 
way they are affected by this Korean thing, is that there is a total of 
461 positions increase in this budget for Korea. 

Mr. Taser. That is just about the increase. It does not allow 
reductions along the line. 

r. SHEPPARD. I have been taking into account the Korean trans- 
fer. Taking that into account the total decrease is 5.6 percent; 
without that it is 17 percent. 

Mr. Taser. Are you talking in positions? 
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Mr. Suepparp. Yes. Overseas is where this Korean thing is felt 
the heaviest. There are 461 positions there which we have included 
because it was decided to transfer this $1,790,000 into our account, 
but the FOA account shows a decrease of 202 man-years and about 
$423,000. 

Some of these European missions, if I could mention France, the 
French mission has been much written about and worried about by the 

ublic and others. In 1953 there were 76 Americans in our mission in 
rance. In 1954 that was cut to 51. Under this provision it is cut 
to 30. 

Mr. WigGLesworrn. So you have 30 in France and alongside you 
have the USRO setup to which you contribute 52 and the overall is 
117 not counting any program employees. 


UNITED STATES MISSION TO NATO 


Mr. Taser. What is the USRO? Are they decorative? 

Mr. Suerparp. No, sir; that is a short term for the United States 
mission to NATO and other European organizations. I am sure 
you recall they formerly supervised the other missions. That has 
now been broken loose. That was reorganized last year so that you 
now have in Paris this United States mission to NATO and OEEC 
which compares in many respects with the United States mission to 
the United Nations. 

Mr. WieG.tesworrn. What is the function of the FOA personnel 
in USRO? 

Mr. Saepparp. You have in Paris the OEEC, the Organization for 
European Economic Cooperation. Our people act as liaison with 
that Organization. Mr. Webster Todd is the chief economic officer. 

Mr. Wiae.esworts. Does it take 52 people to do that? 

Mr. SHepparp. There is a trade and payment staff there, too, that 
works with the European Payment Union. There is some advice 

iven on the defense-production capabilities of Western Europe. 
hey also work with the Coal and Steel Community. 
r. WicGLeswortH. Does not the American Embassy work with 
these three organizations also? 

Mr. Suepparp. | would say generally the American Embassy is 
concerned with United States bilateral relations with France, and the 
organization under Mr. Hughes is a delegation or mission to this series 
a eacbenh organizations endeavoring to get Europe integrated eco- 
nomically, marketwise, and so forth. I would say the distinction is 
fairly sharp between the Embassy in Paris and the USRO mission 
down the street. 

Mr. Wiacieswortnh. Are you really making a drive to see that 
these country missions are not overstaffed? 

Mr. SuEepparp. I would say as to the Western European missions 
that the program is phasing out, and I know that they have been cut 
down sharply and are continuing to be cut. We went over all the 
missions in the preparation of this budget very carefully. In Oslo, 
for example, we have eight Americans there now on administrative 
funds for FOA. That includes a mission chief, a secretary for him, a 
clerk, a controller. There is still $5.5 million of United States aid to 
be delivered in Norway during 1955 which was authorized and obli- 
gated in prior years. The job of this controller will be to see that the 
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end-use investigation is made, and he goes over to the Norway Gov- 
ernment and sees that they deposit the counterpart. There is a coun- 
terpart deposit in Norway now of $195 million. That is quite a re- 
source and he is the one who audits that counterpart. He also does 
East-West trade work. If there is any question of a shipment getting 
behind the Iron Curtain, he would run that down. 

Mr. WicGieswortn. I thought that work was covered by another 
organization under the Battle Act. 

Mr. Murpuy. If the Battle Act people have a suspicion that there 
is something ‘‘rotten in Denmark’’-—— 

Mr. Suepparp. In Norway. 

Mr. Murpny. Or in Norway, they may call on our controller in the 
mission to do investigative work that might confirm or deny their 
suspicions. 

Mr. Suepparp. We have an agricultural officer there whose job is 
phasing out this year. We have lapsed about 50 percent. The size of 
these missions varies by geographical area, but these missions are kept 
under sharp scrutiny to keep the size down. 

Mr. WiaaitrswortH. What is the biggest mission now? 

Mr. DeWie. Italy. 

Mr. WiaGLteswortH. How many do you have there now? 

Mr. De Wivpe. Thirty-five Americans and one hundred and fifteen 
locals, or a total of one hundred and fifty. 

Mr. Taser. What can such a crowd find to do? 

Mr. SHepparp. I can give you the information on the American 
staff. They have 35 on administrative funds, 18 on program funds, 
and 2 on this Battle Act fund. Now, as to what those people do, for 
example there are eight people who are handling this escapee work in 
Trieste, screening escapees for a criminal background oe they 
are allowed in the West. There is a large commodity pipeline of 
undelivered goods, and a substantial amount of unreleased counter- 
part funds. There is some offshore procurement there in which the 
economic capabilities come into question and the defense feasibility. 
There is a technical-exchange program of $555,100. There is counter- 
part equivalent of $20.6 million under the 115 (k) program. That is 
the kind of a job that is left to be done. It is tapering down. Italy 
formerly had 66 Americans. This year we are giving them 35, or 
estimating 35. Last year they had 46. So they went from 66 to 46 
to 35. At the same time the locals went from 153 to 132 to 115. 


WITHIN-GRADE INCREASES 


Mr. Gary. How much do you have budgeted all together for 
within-grade increases? 

Mr. DeWitpe. We do not have a separate breakdown on that 
figure. It is not normally broken down in our budget and it is 
difficult to calculate because within-grade increases are partially 
offset by the people who are leaving and new people coming in. 

Mr. SuHepparD. Could we not make a calculation and put an 
estimate in the record? 

Mr. Murpny. It would be just an exercise. 

Mr. Gary. Did you not include some amount in the budget for 
the within-grade increases? 

Mr. Murpuy. Not as a specific item. 
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ae Taser. They included enough. You need not worry about 
that. 

Mr. Gary. The reason I asked the question, other departments 
and agencies have absorbed it. 

Mr. Taser. They will tell you they have absorbed it, probably, 
but there will be velvet toni, somewhere to cover it. 

Mr. DeWrpe. Specifically, there is nothing in these estimates 
that provide for within-grade increases. They are not included in 
the estimates. All of the positions are either determined on the 
basis of the salary that the persons are paid or the base of the grade 
for vacant positions. 

OBLIGATIONS 


Mr. Taser. What were your obligations for 1954? 

Mr. Suepparp. Total, sir? 

Mr. Taser. Yes. 

Mr. Murpnry. Or just FOA? 

Mr. Taser. Just FOA first. 

Mr. SHEPPARD. $28,233,000. 

Mr. Murpnuy. Just a moment. Our obligations against the 1954 
administrative account, based on the formula in effect in 1954, is 
somewhat different from the figures in this book. 

Mr. DeWrvpr. Based on our accounting records our total obliga- 
tions for Foreign Operations Administration through May were 
$28,892,328. For June we estimated a figure of $2,397,172, or a total 
estimated annual amount of $31,289,500. 

Mr. Wicateswortu. That is against the $28,233,000? 

Mr. Murpny. No, sir. The $28,233,000 figure has been adjusted 
for comparability. 

Mr. Taser. We have on July 4 four figures from your setup. One 
of them totaled $9,853,806 for the first 3 months of the fiscal year; 
another one, $9,854,803; another one, $9,158,818; and another one, 
$10,622,677. That is four different figures. 

We got for the April 30 figure one figure of $28,355,870; another of 
$29,356,867; another one of $29,820,836; and another of $29,935,011, 
for administrative expenses. 

Now, I do not know just what the figure is. How we could get so 
many figures from you, I do not understand. 

Mr. DeWine. I would like to try to explain that. 

Mr. Taser. Is it because you have a rubber bookkeeping system? 

Mr. DeWitpe. No, sir; it is not. 

Mr. Taser. Because I do not like to be faced with such stuff as 
that. It kind of disturbs me. 

Mr. DeWipe. There was one set of figures developed this way: 
The Bureau of the Budget representative asked us to produce on 
very short notice, I think he said 15 minutes although actually it took 
a little longer than that, a set of figures which would represent total 
obligations broken down into 2 categories, defense and nondefense. 
We furnished those figures to them. . 

There were two difficulties with that schedule. In the first place, 
in the transmission by the Bureau of the Budget, inadvertently 
$1 million was deducted from, I think it was the month of April. In 
addition to that, the defense figures that were shown did not include 
the amount of money that the Department of Defense reimburses the 
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Department of State. As soon as that was known to FOA, we brought 
it to the attention of the Bureau of the Budget and corrected the 
figure submitted to them. Subsequently, an investigator from this 
committee appeared at my office and I furnished him with three sets 
of schedules attempting to indicate to him the true obligation status 
as they were reported on the books of the agency. 

Mr. Taser. How could they get four different sets of figures? 

Mr. DeWitve. The problem, sir, develops in the obligations for 
reimbursements to the Department of State for administrative support 
services and obligations of the Department of State for moneys allo- 
cated to them for mutual security program substantive review and for 
the regional office in Paris. 

The obligations reported against these amounts, while the annual 
amount is firm and is firmly agreed between the two agencies, the 
monthly obligations do not follow any trend. 

Mr. Taser. You gave them all the same figures all the way through, 
on one statement, anyway. 

Mr. DeWixpe. Yes, sir; and that was based on our attempt to 
represent a trend which could be intelligently applied on a monthly 
basis. 

Mr. Taser. But the State Department totals varied from $4,070,- 
898 in one statement; $4,210,500 in another: and $3,955,000 in another. 

Mr. DeWitpe. I think they are for different items. The State 
support was always shown as the total annual figure in the amount 
of $4,070,898. 

Mr. Taser. It was given also as $3,955,000 on one of them. 

Mr. DeWitpe. That was not then presented for a full year. 

Mr. Murpnuy. The difficulty in that, Mr. Chairman, is that a table 
listing the first 11 months of the year with June vacant was called over 
the phone to the Bureau of the Budget, and they went to another set 
of papers that had been prepared on another basis and picked a June 
figure from that and added it on. 

Mr. Taser. The figure of $28,355,870 was called by the Budget? 

Mr. Murpuy. Even that had an error, I believe. One million dol- 
lars was dropped somewhow from the April figure in the transmission 
and that was particularly serious as far as we were concerned. 

Mr. Taser. The figure of $2,738,548 shown on exhibit A should 
have been $3,738,548? 

Mr. Murpuy. That is correct. 

Mr. Taser. We note the latter figure is since shown on the table 
as the submission to the Bureau of the Budget. The figure as shown 
on the books is $3,763,553; and revised, $2,772,601. It appears that 
the variations occur from redistributions. We are not clear as to the 
reason these redistributions were considered necessary. It seems to 
me all the way through it has been almost impossible to get a good clear 
statement, and, frankly, | have been disturbed by it. 

Mr. Murpny. It depends on the basis on which the information is 
requested. The budgeteer normally tries, in establishing a trend, to 
take the peak obligations and spread them over the period covered 
by the service involved so he may arrive at a monthly figure that 
would be unrecognizable from anv books of account. I think it is 
very important that adjustments be made in the figures. 

Mr. Taser. But when you get three sets of figures on the same 
day and another one goes to the budget, you just do not understand 
49755—54—-33 
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it. I wish sometime this agency could make a satisfactory statement 
and stick to it. 
Any other questions on this? 


TOTAL FUNDS REQUESTED 


Mr. Wilber, you are asking for $5.1 million? 

Mr. Wixzer. That should be broken down into $2,640,000 for pol- 
icy review and $2,460,000 for the expense of the United States mission 
to the North Atlantic Treaty Organization. 

Mr. Taser. How do you manage to get the same figures but moved 
around? 

Mr. Wiser. I assure you they were the result of careful computa- 
tions. 

UNITED STATES MISSION TO NATO 


Mr. Taser. For 1954 you have a figure of $3,239,000 for NATO. 

Mr. Wixser. That is the USRO amount. 

Mr. Wiec_esworts. Off the record. 

(Discussion off the record.) 

Mr. Taser. Are they civilians or military? 

Mr. Couuins. The United States Mission to the North Atlantic 
Treaty Organization is composed of elements from 5 United States 
agencies, the State Department, Department of Defense, Foreign 
Operations Administration, and 2 people each from Treasury and 
United States Information Agency. The item of $2,460,000 covers 
the State Department element of USRO plus the entire overhead 
organization which services the persons furnished by the other for 
agencies mentioned, 

Mr. Taner. We were furnished a statement indicating that the 
expenditures on USRO were $1,530,500, and here in the book we have 
$3,239,000. I wonder how that came about? 

Mr. Couurns. The difference, sir, is that the State Department 
element of USRO became responsible for the overhead organization 
at various stages in the fiscal year. It became responsible for the 
bulk of Americans on the administrative staff on January 1 and took 
over the payrolling of the locals on October 1. The figure of $1.5 
million, approximately, which you mentioned, covers the dollars 
actually spent through State Department accounts. The other 
figure includes a comparative transfer of the overhead expenses 
incurred by FOA prior to State Department assumption of the 
overhead responsibilities. 

Mr. Taper. The funny part of that is that there is shown the same 
amount right through the year beginning with July. So the change in 
the method of procedure makes this statement we have a little worse 
than it was before. 

Mr. Wixser. Does that cover the obligations of FOA? 

Mr. Taser. This is just State. 

Mr. De Wipe. That is category A. 

Mr. Taser. Category A is another item of $2,680,000. 

Mr. Wiiser. The total shown on page 27 for category A was 
$2,680,000. The USRO amount is $3,239,000. And the total is 
$6,793,000. 

Mr. Wice.esworta. Off the record. 

(Discussion off the record.) 


|| 

n 
t 
IT 


Mr. Taser. This USRO organization is the United States portion 
of NATO, is that right? 

Mr. Couurns. It is the United States Mission to NATO. The 
members of USRO in NATO council meetings present the United 
States point of view on contemplated action and attempt to influence 
the action taken by the total organization. 

Mr. Taper. Are they military people? 

Mr. Couns. No, sir. The great bulk are civilians of the Depart- 
ments of State, FOA, and Treasury. There is also a defense element 
composed of both military and civilian, there being in the defense 
element 41 civilians and 24 military. 

Mr. Taper. Are they carried separately in here? 

Mr. Couuins. The expenses for the defense element are in their own 
budget. 

Mr. Taper. How can they use 96 people over there in that United 
States mission besides 200 local people? 

Mr. Couturns. The essential tasks which the United States mission 
to NATO endeavors to perform are to influence the manner in which 
the North Atlantic Council carries out the obligations which the 14 
member nations have undertaken under the North Atlantic Treaty. 
NATO is an organization that is actually in being. It has armies, 
navies, and air forces engaged in constant operations and training. 
There was a discussion of the very heavy infrastructure program 
under which pipelines, airbases, port facilities, and other facilities 
to support the military forces are under construction. All these 
projects require political and economic planning. 

In connection with the military construction projects, detailed 
negotiations have to be undertaken as to their location and the 
contribution of the various countries in which they are located to the 
cost of construction, the donation of land, and various other items of 
that sort. One of the most important activities which the United 
States mission to NATO undertakes is to take part in an annual 
review of the economic capability of the nations and the fair share for 
each of them in financing the common defense effort. 

Mr. Taser. Does not General Gruenther and his staff do all that? 

Mr. Couurns. It is done in cooperation with SHAPE and EUCOM 
headquarters in Paris. It is a balancing operation that is required to 
attempt to convince the delegations of ali 14 countries that a fair 
sharing of the total burden has been worked out. As another part of 
that annual review, the economic capability of each of the 14 nations 
is assessed and taken into account in sharing the total defense burden. 

Mr. Wiiser. This has gone down from 758 in 1953 to 365 in 1954 
to 296. 

Mr. Taser. I noticed that, but I still could not understand why it 
was necessary to have this group. 


COUNTERPART FUNDS USED IN 1954 


Mr. Gary. What portion of the $6,793,000 expenditure for 1954 
was counterpart funds? 

Mr. WILBER. i ‘ag it would be difficult to tell. I will be glad to 
get a figure for 

Mr. East. I wl would, and show the total expenditure and the 
portion that was paid with, counterpart funds in 1954, and a similar 
estimate for 1955. 
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Mr. You are of counterpart broadly, I assume, 
to include surplus property and all other foreign credits. 

Mr. Gary. Yes. 

Mr. Wiser. I will be glad to do that. 

(The information requested is as follows:) 


Under the procedures prescribed to meet the requirements of section 1415 of 
the Supplemental Appropriation Act of 1953, Treasury holdings of foreign credits 
are always the first source drawn upon to meet local currency reeauirements of the 
various appropriations, but if Treasury holds no foreign credits in particular 
currencies required to meet the pu of an appropriation at a given time, the 


agency is authorized to purchase the needed foreign credits from non-Treasury 
sources. 


> Under the State Department portion of mutual security administrative expenses, 
local currency requirements are always met by purchases of foreign credits from 
the United States Treasury unless the Treasury has none of the needed currencies 
available. The total local currency obligations in fiscal year 1954 are estimated 
to have been $2,820,000, against the total obligations of $6,793,300. In fiscal 
year 1955 the local currency obligations are estimated at $1,640,000, against the 
total estimated requirement of $5,100,000. All of these local-currency obligations 
will be met with foreign credits purchased from the United States Treasury except 
in those instances in which Treasury holdings are temporarily depleted. 

Mr. Taser. I understand that this setup has not made a very good 
showing over there. I have had reports that it was not working to 
good advantage. 

Any other questions? 


LANGuAGE PRopPOosED 


Who will answer questions on the language? The language is 
contained in House Document No. 474. The rest I will let you sub- 
mit for the record, but this I want answered. On page 4, section 
102, it says: 

Appropriations in this Act for the purposes of chapters 2 and 3 of title I and 
titles IT, III, and IV of the Mutual Security Act of 1954, and allocations to the 
Foreign Operations Administration, from any other appropriations shal! be 
available, without limitation on any authority conferred by the Mutual Security 
Act of 1954 or any Act continued in effect thereby. 

I want to know for the record what it means and what you are 

tting by with with the words “without limitation on any authority’. 
it u do not know what it is offhand, find out and put it in the record. 

Mr. Murpuy. I think I do know what it means. It is intended to 
say that any money that goes to the Foreign Operations Adminis- 
tration from any of these titles or any other funds we might receive 
should be available to them to do anything that the Mutual Security 
Act of 1954 authorizes, without limitation on any authority con- 
ferred by the Mutual Security Act. In other words, it should come 
to them to do with it whatever the Mutual Security Act says can be 
done with it. 

A Taser. What is the object of the language “without limita- 
tion” 

Mr. Muorpny. To stipulate that the Director may do with the 
money anything that the Act authorizes him to do. 

Mr. Gary. If the act authorizes him to do it, why does he have to 
have it in here? It looks like he could do it whether it was author- 
ized here or not. 
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Mr. Taser. That is the way it looks to me. You had better do 
some studying on that, or have somebody else do some studying on it, 
and give us an explanation. We want to know what it means. 

Mr. Murpuy. You want it simplified? 

Mr. Taser. Well, we may have to operate on it, because it wipes 
out whatever limitation there might be. I hardly believe we would 
want to do that. 

Mr. Gary. The language is ‘‘on” any authority instead of “of.” 

Mr. Murpuy. I will find out. 

Mr. Gary. It needs some explanation. 

Mr. Taser. The rest of it we can let them put in the record. 

Mr. Murpay. I will insert an explanation in the record. 

(The following information was supplied:) 


EXPLANATION OF LANGUAGE 


The general intent of the language appearing in section 102 beginning with the 
words “‘appropriation in this act”’ through ‘or any act contained in effect thereby”’ 
is as follows. 

The language which excludes the reference to chapter | of title I is for the express 
purpose of excluding the Department of Defense from the general provisions 
section, The Department of Defense in operating mutual security programs, has 
heretofore, operated under authority available to the Department of Defense 
rather than under any of the provisions of the mutual security appropriation 
language. The language “without limitation on any authority” was contained 
in 1954 appropriation language and is intended to assure that authority contained 
in the Mutual Security Act of 1954 would be available to the Foreign Operations 
Administration even though not eappettly contained in the appropriation lan- 
guage. For example, section 531 of H. R. 9678, 83d Congress, authorizes the 
employment of experts and consultants. The provisions of Public Law 600 
require express legislation to employ experts and consultants and no similar 

rovision authorizing such employment is contained in the appropriation language. 

The clause in question is intended to make it clear that the absence of such a 
provision in the appropriation language does not take away the authority in the 
authorizing legislation. The same would also apply to authority contained in ‘ 
other legislation and would be applicable to funds allocated or transferred to 
Foreign Operations Administration. 


MUTUAL SECURITY 1955 APPROPRIATION LANGUAGE 


Proposep LANGUAGE 


EXPLANATION OF LANGUAGE 


MUTUAL SECURITY 


The Mutual Security appropriation 
language section for the fiscal year 1954, 
including the preamble, has been brack- 
eted in its entirety, principally for two 
reasons: (a) the 1955 appropriation 
structure includes new functions and a 
rearrangement of existing functions; 
(b) the portion of the 1954 language in 
the appropriation section (which now 
appears at the end of this presentation) 
that can be salvaged in relatively in- 
consequential and new language is more 
readable and can therefore be followed 
more accurately. 


For expenses necessary to enable the 

President to carry out the provisions of the 

Mutual Security Act of 1954, Public Law 

malt approved ——————,, 1954, as fol- 
8: 


Military assistance: For military assist- 
ance as authorized by title I, chapter 1, 
$1,580,000,000, including $1,480,300,000 
authorized by section 103 for general mili- 
tary assistance; $122,700,000 authorized 
by section 104 (a) for infrastructure; and 


Military assistance, general authoriza- 
tion.—New language for military assist- 
ance requests funds on a world-wide 
basis for the same general purposes as 
the 1954 appropriation. A few items 
previously funded from military assist- 
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$27,000,000 authorized by section 105 for 
development of weapons of advanced de- 
sign; and in addition, unexpended bal- 
ances of appropriations heretofore made 
for military assistance (Europe; Near 
East and Africa; Asia and the Pacific; 
American Republics; and mutual special 
weapons planning) shall be consolidated 
with this appropriation, and such consoli- 
dated appropriation shall remain available 
until ecpended: Provided, That not to ex- 
ceed $25,800,000 of such funds shall be 
available for administrative and operating 
expenses to carry out the purposes of title I, 
chapter 1, until June 30, 1956. 

outheast Asia and the Western Pa- 
fic: For assistance authorized by section 
121, $800,000,000; 


Production for forces support: For 
assistance authorized by section 122, 
$75,000,000; 


Common-use items: For assistance au- 
thorized by section 123, $70,000,000; 


Defense support, Europe: For assist- 
ance authorized by section 131 (b) (1), 
$77,500,000; 


Defense support, Near East, Africa 
and South Asia: For assistance author- 
ized by section 1381 (b) (2), $81,850,000; 

Defense support, Far East and the 
Pacific: For assistance authorized by 
section 131 (b) (3), $96,430,000; 

Korean program: For assistance au- 
thorized by section 132 (except subsection 
(c)), 230,000,000; and, in addition, 
unexpended balances of funds heretofore 
appropriated under the head ‘Relief 
and Rehabilitation in Korea’’ in the 
Supplemental Appropriation Act, 1954, 
and unobligated balances of the appro- 
priation under the head “Civilian Relief 
in Korea” in the Department of Defense 
Appropriation Act, 1954, are continued 
available for the purposes of section 132 
(a) through June 30, 1955, and are hereby 
consolidated with this appropriation; 


EXPLANATION OF LANGUAGE 


ance programs now pear 
heading ‘Other 


under 


Southeast Asia and the Western Pa- 
cific—For the support of the forces 
of the Associated States of Cambodia, 
Laos, and Vietnam, and the forces of 
France located in these Associated 
States and for any other expenditures 
to accomplish the purposes of the Mu- 
tual Security Act of 1954 in the area of 
Southeast Asia and the Western Pacific. 

Production for forces support.—F or the 
manufacture in the United Kingdom of 
military aircraft required by the U. K. 
forces for the defense of the North At- 
lantic area. 

Common-use items.—For the procure- 
ment of “civilian type” products for 
the armed forces of certain countries 
receiving military assistance. 

Defense support, FEurope.—Programs 
within this classification are designed 
to support the military efforts of certain 
countries eligible to receive military 
assistance under Chapter 1. Such sup- 
port involves the provision of supple- 
mental resources which a_ recipient 
country requires if it is to carry on a 
defense program of the size which 
United States policy regards as nec- 
essary. 

Defense support, Near East, Africa 
and South Asia.—For the same general 
purposes defined for Europe. 

Defense support, Far East and the 
Pacific—For the same general purposes 
defined for Europe. 

Korea program.—For defense support 
and relief and rehabilitation in Korea. 
Funds for 1954, for similar purposes, 
were appropriated in Acts designated 
in the proposed 1955 language, namely: 
“Relief and Rehabilitation in Korea” 
in the Supplemental Appropriation Act, 
1954, and ‘‘Civilian Relief in Korea,” 
Department of Defense Appropriation 
Act, 1954. 
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Proposed LANGUAGE 


Contributions to United Nations 
Korean Reconstruction Agency: For mak- 
ing contributions authorized by section 
132 (c), $8,452,615; 

Development assistance, Near East and 
Africa: For assistance authorized by 
section 201 (a) (1), $130,000,000; 

Development assistance, South Asia: 
For assistance authorized by section 201 
(a) (2), $85,000,000; 

Development assistance, American Re- 
publics and non-self-governing territories 
of the Western Hemisphere: For assist- 
ance authorized by section 201 (a) (8), 
$9,000,000; 


Technical cooperation, general author- 
ization: For assistance authorized by 
section 303, $112,070,000; 


Contributions to United Nations ex- 
panded program of technical assistance: 
For contributions authorized by section 
305 (a), $17,985,000; 

Contributions for programs of the Or- 
ganization of American States: For con- 
tributions authorized by section 305 (b), 
$1,500,000; 


Contributions to the Intergovernmental 
Committee for European Migration: For 
contributions authorized by section 405 
(a), $11,189,190; 


Contributions to the United Nations 
refugee emergency fund: For contributions 
authorized by section 405 (c), $500,000; 


Contributions to the United Nations 
children’s fund: For contributions author- 
ized by section 406, $13,500,000; 


Contributions to the United Nations 
Relief and Works Agency: The un- 
expended balances of funds appropriated 
under the head ‘Palestine Refugee 
Program” in the Mutual Security Appro- 
priation Act, 1954 are continued available 
through June 30, 1955, for the purposes 
authorized by section 407; 
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Contributions to United Nations 
Korean Reconstruction Agency.— Funds 
were made available for similar purposes 
uncer a similar title in 1954. 

Development assistance, Near East and 
Africa.—The term “Development assist- 
ance’ Cescribes assistance given pri- 
merily to promote economic develop- 
ment or otherwise to create or maintain 
economic or political stability. The 
term includes programs designated in 
FY 1954 as “Special Economic Aid.” 
The above description applies to similar 
programs for South Asia and the Ameri- 
can Republics and non-self-governing 
territories in the Weste:n Hemisphere. 

Technical cooperation, general author- 
ization.—Prevides for world-wide ap- 
propriations for technical cooperation. 
Consolidates three separate appropri- 
made in 1954 into one appropriation 
in 1955. 

Contributions to United Nations ez- 
panded program of technical assistance: 
and Contributions for programs of the 
Organization of American States.—Funds 
were appropriated for these purposes in 
1954 under appropriation heading ‘‘ Mul- 
tilateral Technical Cooperation.”’ Pro- 
posed titles for 1955 are more appropri- 
ate and segregate OAS from the United 
Nations program. 

Contributions to the Intergovernmental 
Committee for European Migration.— 
The contributions to ICEM are for the 
purpose of moving migrants from one 
country to another to relieve over- 
crowded conditions in countries of pres- 
ent residence to countries offering em- 
ployment opportunities. 

Contributions to the United Nations 
refugee emergency fund—This United 
Nations fund has been established to 
provide emergency care and medical aid 
to most needy groups among certain 
Stateless refugees. 

Contributions to the United Nations 
children’s fund.—This United Nations 
fund is designed to assist governments 
of underdeveloped countries to enable 
these governments to build into their 
own activities programs of maternal and 
child health assistance which would not 
be possible in the absence of extended 


elp. 

Contributions to the United Nations 
Relief and Works Agency.—No new 
appropriation is requested for 1955 at 
this time. 
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Contributions to the North Atlantic 
Treaty Organization: For payments 
authorized by section 408, $3,200,000; 


Ocean freight charges: For paymenis 
authorized by section 409, $4,400,000; 


* Control Act es: For carrying out 
the purposes of the Mutual Defense 
Assistance Control Act of 1951, as 
authorized by section 410, $1,300,000; 


Administrative expenses: For expenses 
authorized by section 411, $34,700,000; 


UNEXPENDED BALANCES 


The unexpended balances appropriated 
under each paragraph of t utual 
Security Appropriation Act, 1954, (ex- 
cept appropriations under the heads of 
military assistance and mutual special 
planning) shall be consolidated 
with the appropriate appropriation made 
under this Act, and shall be available for 
the same general purpose and for the same 
period of time as the appropriate appro- 
priation made under this Act. 


GENERAL PROVISIONS 


Sec. 102. Appropriations in this Act 
for [economic or technical assistance 
the purposes of Chapters 2 and 8 of title 
and titles II, III, and IV of the Mutual 
Security Act of 1954, and allocations to 
the Foreign Operations Administration, 
from any other appropriations [to the 
Director for Mutual Security, or the 
Mutual Security Agency, or the Depart- 
ment of State} shall be available, with- 
out limitation on any authority con- 
ferred by the Mutual Security Act of 
[1951, as amended,] 1954, or any Act 
continued in effect thereby— 


for rents in the District of Columbia; 


EXPLANATION OF LANGUAGE 


Contributions to the North Atlantic 
Treaty Organization.—For payment by 
the United States of its share of the 
expenses of the civilian headquarters of 
NATO in Paris. Funds for this activity 
were available in 1954 under “Military 
assistance, Europe.” 

Ocean freight charges.—To reimburse 
eligible American voluntary relief and 
rehabilitation agencies for ocean freight 
costs on relief supplies shipped by such 
agencies to certain countries. 

Control Act ex es.— To carry out 
the objectives of the Mutual Defense 
Assistance Act of 1951. This item was, 
in previous years, financed from “Mili- 
tary Assistance, Europe’’ funds, 

Administrative expenses.— For admin- 
istrative expenses other than those for 
"appa assistance (Chapter 1 of title 


Unerpended balances.—The proposed 
language is for the purpose of carrying 
forward into 1955 all unexpended funds 
and consolidating such funds with 
appropriate appropriations made under 
this act. The programs for 1955 have 
been prepared on the assumption that 
carryover authority would be granted. 
Accounts for Mutual Security programs 
have been with few exceptions, main- 
tained on a cumulative basis which was 
errr under prior legislation bringing 
orward balances from year to year. 
The consolidation of one year’s accounts 
with another also simplifies the account- 
ing procedures and facilitates prepara- 
tion of reports reflecting total usage of 
funds for the Mutual Security program, 

General provisions —The bracketing 
of the words [economic or technical 
assistance] and the addition of new 
language the ... Act 1964 
and the few other minor changes prior 
to the language “for rents in the District 
of Columbia” have been made to con- 
tinue the applicability of the General 
Provisions section as in previous years 
to all programs except those adminis- 
tered by the Department of Defense. 
The words Foreign Operations Adminis- 
tration, successor to Mutual Security 
Agency, have been added. Reference 
to the Department of State appears 
redundant and therefore eliminated. 
“for rents in the District of Columbia;’’ 
this language is required when such ex- 
— are anticipated because of pro- 

bitory statutes (40 U. 8. C. 34). 


M’ 
ex 
rit 
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expenses of attendance at meetings con- 
cerned with the purposes of such approp- 
riations; - 


employment of aliens, by contract, for 
services abroad; 


[examination of estimates of appropria- 
tions in the field; 


maintenance, operation, and hire of air- 
craft; hire of passenger motor vehicles 
and, in addition, passenger motor ve- 
hicles abroad may be exchanged or sold 
and replaced by an equal number of 
such vehicles and the cost, includin 
the exchange allowance, of each suc 
replacement shall not exceed $3,000 in the 
case of an automobile for the chief of any 
special mission or staff abroad established 
under section 526, and $1,400 in the case 
of all other such passenger vehicles except 
station wagons, 


transportation of privately owned auto- 
mobiles- 


entertainment within the United States 
(not to exceed $15,000) ; 


exchange of funds without rd to 
section 3651 of the Revised Statutes 
(31 U. 8. C. 548); loss by exchange; 
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“expenses of attendance at meetings 
concerned with the purposes of such 
appropriations;” required because of 
prohibitory statutes (31 U.S. C. 551 and 
5. U.S. C. 83) 

“employment of aliens, by contract, for 
services abroad;” This authorization is 
used for procurement of custodial and 
related housekeeping services which are 
performed in the United States by per- 
sonnel on the Government rolls but 
which experience has shown may be 
procured more efficiently and econom- 
ically abroad by means of contracts 
with local service firms. Examples of 
such services are building care and clean- 
ing, window washing, and the like. 
{examination of estimates of appropria- 
tions in the field;] legislation for this 
purpose is contained in Sec. 1314 of the 
Appropriation Act, 
1954.” 


The language beginning with the words 
“maintenance, operation and hire of 
aircraft’? through the underscored new 
language section ending with “except 
station wagons” is requested for the fol- 
lowing reasons: (a) authority to hire or 
procure aircraft and passenger-carrying 
vehicles must be contained in appropria- 
tion act as provided in P. L. 600 (79th 
Congress), (b) the new language seeking 
authorization to pay up to $3,000 for 
assenger-carrying vehicle for chief of 
OA mission is to secure cars which will 
more adequately meet the mission 
director’s representation requirements. 
‘transportation of privately owned 
automobiles; required because the 
Comptroller General has held that pri- 
vately owned automobiles are not 
‘household goods and personal effects.” 
To permit transportation of privately 
owned automobiles for employees over- 
seas, specific language is required 
“entertainment within the United States 
(not to exceed $15,000); The Comp- 
troller General in decisions has indicated 
that entertainment expenses must be 
specifically authorized in the appro- 
priation language. Funds are occasion- 
ally required for this purpose. 
“exchange of funds without regard to 
section 3651 of the Revised Statutes 
(31 U.S. C. 543);” “loss by exchange;” 
These waivers are required to permit 
exchange of United States dollars for 
foreign currencies in the conduct of 
business in foreign countries and to 
protect disbursing officers from losses 
resulting from fluctuation in the ex- 
change rates. Without the language, 
such officers would be liable for losses. 


|| 
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expenditures (not to exceed $50,000) of 
a confidential character other than en- 
tertainment, provided that a certificate 
of the amount of each such expenditure, 
the nature of which it is considered 
inadvisable to specify, shall be made by 
the Director or Deputy Director of 
{Mutual Security] the Foreign Opera- 
tions Administration, and every such 
certificate shall be deemed a sufficient 
voucher for the amount therein specified; 


insurance of official motor vehicles in 
foreign countries; 


rental of quarters outside the continental 
limits of the United States to house 
employees of the United States Govern- 
ment (without regard to section 322 of 
the Act of June 30, 1932, as amended 
(40 U. 8. C. 278a)), lease, necessary 
repairs and alterations to quarters; 


actual expenses of preparing and trans- 
orting to their former homes in the 
Tnited States or elsewhere the remains 
of persons or members of the families of 
persons who may die while such persons 
are away from their homes participating 
in activities under the Mutual Security 
Act of [1951, as amended] 1954 or 
other Act administered by the Foreign 
Operations Administration; 
purchase of uniforms; 


employment of chauffeurs for passenger 
carrying vehicles abroad notwithstanding 
the provisions of any other law; 


EXPLANATION OF LANGUAGE 


“expenditures (not to exceed $50,000) 
of a confidential character other than 
entertainment provided that a certifi- 
eate of the amount of each such expend- 
iture, the nature of which it is considered 
inadvisable to specify, shall be made by 
the Director or Deputy Director of 
Foreign Operations Administration, and 
every such certificate shall be deemed 
a sufficient voucher for the amount 
therein specified ;’’—as expressed in the 
language this authority is desired to be 
utilized for expenses of a confidential 
character, the nature of which it is con- 
sidered inadvisable or not in the best 
interest of the United States to specify 
on the face of documents. 

“insurance of official motor vehicles in 
foreign countries;’ The Comptroller 
General has held that unless specifically 
authorized, insurance premiums can- 
not be paid. It is considered to be in 
the interest of the Foreign Operations 
Administration and participating agen- 
cies to have this authority. 

“rental of quarters outsi¢e the con- 
tinental limits of the Unite’? States to 
house employees of the United States 
Government by rental (without regard 
to section 322 of the Act of June 30, 
1932, as amended (40 U. S. C. 278a)), 
lease, necessary repairs and alterations 
to quarters;’ The waiver pertains to 
the law which limits the annual rental 
to 15 percent of the fair market value 
of the property and alterations and 
repairs to 25 percent of the first year’s 
rental. Where quarters are difficult to 
obtain, it may be necessary to make 
payments in excess of those specifically 
authorized by law. 

“actual expenses of preparing * * * 
1954 or other Act administered by the 
Foreign Operations Administration;”’ 
This language appears self-explanatory. 
This language is similar in substance to 
authroity contained in the Foreign 
Service Act of 1946. 


‘purchase of uniforms;” Uniforms are 
required for local drivers of Government 
ears and for messengers, particularly in 
the Near East and Far East countries 
where ites common and customary for 
these types. of employees to be uni- 
formed. 

“employment of chauffeurs for passenger 
carrying vehicles abroad notwithstanding 
the provisions of any other law;’’ Chauf- 
feurs are an essential part of motor 
transportation service at foreign posts. 
They are needed because of their famili- 


n 
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medical examinations of dependents of 
overseas personnel or candidates for over- 
seas positions on the same basis as for 
employees or candidates; 


payment of per diem in lieu of subsistence 
to persons participating in any program 
of furnishing technical information and 
assistance, while in countries other than 
their own and other than the continental 
United States, at rates not in excess of 
those prescribed by the Standardized Gov- 
ernment Travel Regulations, notwith- 
wed section 107 of the Department of 
tate 


(This section of language continued on 
next page.) 


Appropriation Act, 1955; expenses au- 


thorized by the Foreign Service Act of 


1946, as amended (22 U.S. C. 801-1158), 
not otherwise provided for; 


ice and drinking water for use abroad; 
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arity with local driving customs, regu- 
lations and their knowledge of country, 
thus tending to avoid, or reduce, inci- 
dents or delays. At some posts cars 
cannot be left unattended because of 
possible theft of car or damage thereto. 
‘medical examinations of dependents 
* * * as for employees or candi- 
dates;’”’ This authority would permit 
FOA to require and pay for physical 
examinations of dependents of overseas 
employees or candidates for overseas 
employment, thus affording FOA an 
opportunity to reject employment of 
persons whose dependents may prove to 
be in poor physical or mental health to 
such an extent that if sent overseas it 
might be necessary to return them be- 
fore the tour of duty of the employee 
had been fulfilled, thus incurring an 
added expense to the government. 
“payment of per diem . . . not otherwise 
provided for;” Section 107 of ‘“Depart- 
ment of State Appropriation Act, 1955” 
contains a provision which authorizes 
the State Department with the approval 
of the Bureau of the Budget to estab- 
lish maximum subsistence allowances for 
articipants in training programs up to 
$12.00. The Comptroller General has 
ruled that the $12.00 ceiling applies 
abroad as well as the United States even 
though, because of higher costs of living, 
the Bureau of the Budget has authorized 
per diem in excess of $12.00 abroad. The 
proposed language would permit FOA 
to utilize the rates prevailing under 
Standarized Government travel regula- 
tions when participants are sent for 
training purposes to countries other 
than their own and other than the con- 
tinental United States. 
“expenses authorized by the Foreign 
Service Act of 1946, as amended (22 
U. 8. C. 801-1158), not otherwise pro- 
vided for’’: 

Section 527 (c) (2) of the proposed 
Mutual Security Act, 1954 authorizes 
the President to empower the Director 
of Foreign Operations Administration to 
use authorization contained in the 
Foreign Service Act of 1946, as amended, 
as the President deems necessary to 
carry out functions under this Act. To 
implement this section language is 
provided herein. The State Depart- 
ment also has a corresponding provision. 
“ice and drinking water for use abroa’:’’ 
is required because the Comptroller 
General has consistently held that ecrecit 
would not be allowed for such purchase 
unless specifically authorized. 
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and services of commissioned officers of 
the Public Health Service and of the 
Coast and Geodetic Survey, and for the 
urposes of providing such services the 
ublic Health Service may appoint not 
to exceed twenty officers in the Regular 
Corps to grades above that of senior 
assistant, but not above that of director, 
as otherwise authorized in accordance 
with section 711 of the Act of July 1, 
1944, as amended (42 U. S. C. 211a), 
and the Coast and Geodetic Survey may 
appoint for such pu not to exceed 
twenty officers in addition 
to those otherwise authorized: Provided, 
That not to exceed $57,500,000 shall 
available for administrative expenses 

of the departments and agencies con- 
cerned with the administration of the 
programs provided for herein, and no 
part of such amount shall be used to pay 
the salary of any civilian employee at a 
rate greater than that paid by the State 
Department for comparable work or 
services in the same area: Provided 
es That none of the funds provided 
erein shall be used after September 30, 
1953, to pay any employee a basic salary 
of $12,000 or more per annum, except 
that this prohibition shall not apply to 
two-thirds of the number of employees 
being paid at the basic salary of $12,000 
or more per annum on June 30, 1953: 
Provided further,] That appropriations 
made under this Act shall be available 
for expenses in connection with travel of 
rsonnel outside the continental United 
tates, including travel of dependents 
and transportation of personal effects, 
household goods, or automobiles of such 
personnel when any part of such travel 
or transportation begins in the current 
fiscal year pursuant to travel orders 
issued in that fiscal year, notwithstand- 
ing the fact that such travel or trans- 
portation may not be completed furing 
the current fiscal year, [:] and cost of 
transporting to and from a place of storage 
and the cost of storing, the furniture and 
household and personal effects of an em- 
ployee of the Foreign Operations Adminis- 
tration who is assigned to a post at which 
he is unable to use his furniture and effects, 
under such regulations as the Director of 
the Foreign Operations Administration 
may prescribe: Provided further, That no 
part of any appropriation contained in 
this Act shall be available for expense of 
transportation, packing, crating, tempo- 
rary storage, drayage, and unpacking 
of household goods and personal effects 
in excess of an average of five thousand 
pounds net but not exceeding [nine] 
ten thousand pounds net in any one 


EXPLANATION OF LANGUAGE 


The provisions for services of commis- 
sioned officers is required to continue 
in effect authority contained in the fiscal 

ear 1951 appropriation for the Act for 

nternational velopment and_ re- 
peated in the Mutual Security Appro- 
priation language, 1952-1954, which 
allowed the Public Health Service and 
Coast and Geodetic Survey each to 
commission additional officers to meet 
the requirements of the Mutual Security 
program. 

The bracketing out of language ‘‘That 
not to exceed $57,500,000 * * * $12,000 
or more per annum on June 30, 1953:” 
There are two separate items which have 
been eliminated. 

1. The administrative expense limita- 
tion provision is eliminated for the rea- 
son that such expenses now are included 
in two other separate sections of this act. 
The Department of Defense item is 
under “‘ Military assistance’”’ for chapter 
1, title I. Administrative expenses for 
programs other than chapter 1, title I 
appear under a separate appropriation 
head “Administrative expe~ses’’ estab- 
lished pursuant to section 411 of pro- 

sed Mutual Security Act, 1954. 

sanguage requiring payment not in 
excess of rates paid by State Depart- 
ment for comparable work or services 
has been eliminated. It is the operating 
policy of FOA not to pay FOA employees 
in excess of rate paid by State Depart- 
ment for comparable work or services. 
Bothagencies are employing persons abroad 
under or of the Foreign Service Act. 

2. The provision on payment of basic 
salary of $12.000 or more per annum 
was applicable to employment condi- 
tions existing one year ago. The 
Mutual Security Act, 1954, section 527, 
establishes salary payment rates for 
employees in this bracket range. 

The section on travel of dependents 


and transportation of household effects: 


being authorized during one fiscal year 
and consummated in another makes it 
possible to charge all of the expenses of 
the travel in connection with appoint- 
ment of an employee to the fiscal year 
that he is appointed. For example, it is 
frequently necessary for an employee to 
precede his family and personal effects 
overseas. It would be very difficult to 
administer the travel funds when costs 
of transportation of dependents or their 
effects are charged to separate fiscal year 
funds. The language eliminates this 
difficulty. 

The new section authorizing payment 
of storage expenses and expenses inci- 
dent thereto of household goods and 
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shipment, but the limitations imposed - 


herein shall not be applicable in the case 
of employees transferred to or serving 
in stations outside the continental 
United States under orders relieving 
them from a duty station within the 
United States prior to August 1, 1953. 


Sec. 103. [Payments made from 
funds appropriated herein for engineer- 
ing fees and services to any individual 
engineering firm on any one project in 
excess of $25,000 shall be reported to the 
Committees on Appropriations of the 
Senate and House of Representatives at 
least twice annually.] Funds heretofore 
or hereafter allocated to the Department of 
Defense from ary appropriation for 
military assistance (except funds obligated 
directly against any such appropriation 
for offshore procurement or other purposes) 
shall be accounted for by geographic area 
and by country solely on the basis of the 
value of materials delivered and services 
performed (such value to be determined in 
accordance with the applicable provisions 
of law governing the administration of 
military assistance). Within the limits 
of funds so allocated, the Department of 

efense is authorized to incur, in appli- 
cable appropriations, obligations in antici- 
pation of reimbursement from such allo- 
cation, and no funds so allocated shall be 
withdrawn by administrative action until 
the Secretary of Defense shall certify that 
they are not required for liquidation of 
obligations so incurred, or unless the 
President in writing shall direct such 
action. Reimbursement from such allo- 
cation shall be made in accordance with 
the applicable provisions of law. 

Sec. 104. [Of the funds appropriated 
by this Act, except funds appropriated 
for assistance under sections 541 and 548 
of the Mutual Security Act of 1951, as 
amended, not less than $100,000,000 
shall be used to carry out the provisions 
of section 550.] Pursuant to section 1415 
of the Supplemental Appropriation Act, 
1953, and in addition to other amounts 
made available pursuant to said section, 
not to exceed the equivalent of $25,000,000 
of foreign currencies or credits owed to or 
cuned by the United States shall remain 
available until expended, without reim- 
bursement to the Treasury, for liquidation 
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personal effects of an employee unable 

to use his furniture and effects at a 

foreign post will in some instances result 

in savings to the U. S. when storage 

costs are compared with the cost of 

transportation of effects to an overseas 
st and return thereof to the United 
tates. 

Proposed change from [nine] to ten 
thousand pounds net in any one ship- 
ment of household goods and personal 
effects is requested. In some instances 
the present figure has proved too low. 
The ten thousand pound figure is the 
figure proposed in general overall legis- 
lation on this subject in H. R. 9736. 

The section on reporting of engineer- 
ing fees or services of any individual 
engineering firm on any project in excess 
of $25,000 has been deleted. If such 
reports are desired in 1955 the FOA will 
then without specific legislation 

eing provided therefor. 

New language of section 103 estab- 
lishes procedure for handling military 
assistance funds allocated from Mutual 
Security appropriations. Similar lan- 
guage appeared in H. R. 8873, Depart- 
ment of Defense Appropriation Act, 
1955, but was deleted in conference with 
the Report Calendar 1594—Report 
1582—that this item should be dealt 
with in consideration of appropriations 
for the Foreign Operations Adm ris- 
tration. The language is designed to 
facilitate handling of obligations and 
expenditures of foreign aid funds within 
the Department of Defense. 


The section 550 provision ‘‘Use of 
Surplus Agricultural Commodities’ is 
eliminated in view of recent legislation 
— with surplus agricultural prob- 
em. 

The new language on unliquidated 
obligations incurred prior to July 1, 
1953, from foreign currencies requests 
authority to continue such funds avail- 
able for the liquidation of such obliga- 
tions until expended. Strategic ma- 
terials comprise the major part of the 
unliquidated obligations. 
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of obligations incurred against such cur- 
rencies or credits prior to July 1, 1958, 
pursuant to authority contained in the 
Mutual Security Act of 1951, as amended, 
and Acts for which funds were authorized 
by that Act. 

Sec. 105. None of the funds pro- 
vided by this Act nor any of the counter- 
part funds generated as a result of as- 
sistance under this or any other Act 
shall be used to make payments on ac- 
count of the principal or interest on any 
debt of any foreign government or on 
any loan made to such government by 
any other foreign government; nor 
shall any of these funds be expended 
for any purpose for which funds have 
been withdrawn by any recipient coun- 
try to make payment on such debts: 
Provided, That after September 1, 1953, 
none of the funds herein appropriated 
shall be used to make up any deficit 
to the European Payments Union for 
any nation of which a dependent area 
fails to comply with any treaty to which 
the United States and such dependent 
area are parties and said failure to com- 
ply has been adjudicated adversely to 
said nation in any court of competent 
jurisdiction nor shall any of the counter- 
part funds generated as a result of as- 
sistance under this Act be made 
available to such nation.] 

[Sec. 106. The Administrator shall, 
in providing for the procurement of 
commodities under authority of this 
Act, take such steps as may be neces- 
sary to assure, so far as is practicable, 
that at least 50 per centum of the gross 
tonnage of commodities, procured 
within the United States out of funds 
made available under this Act and trans- 
ported abroad on ocean vessels, is so 
transported on United States flag ves- 
sels to the extent such vessels are avail- 
able at market rates.J 

Sec. [107] 105. No part of any 
appropriation contained in this Act 
shall be used to pay the salary or wages 
of any person who engages in a strike 
against the Government of the United 
States or who is a member of an organ- 
ization of Government employees that 
asserts the right to strike against the 
Government of the United States, or 
who advocates, or is a member of an 
organization that advocates, the over- 
throw of the Government of the United 
States by force or violence: Providea, 
That for the purposes hereof an affi- 
davit shall be considered prima facie 
evidence that the person making the 
affidavit has not contrary to the provi- 
sions of this paragraph engaged in a 
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[Sec. 105]. Language for 1954 has 
been deleted in its entirety, It is con- 
sidered a legislative matter and does 
not appear in the proposed legislation 
for 1955 in the Mutual Security Act, 
1954, H. R. 9678. Its inelusion in 1955 
language would be inconsistent with 
executive branch policy. 


[Sec. 106]. Language has been de- 
leted in its entirety. A similar pro- 
vision appears in legislative language 
— 513 of the Mutual Security Act, 
954. 


Sec. 107 has been renumbered as 
Sec. 105. It contains standard pro- 
visions generally applicable in all appro- 
priations. 
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strike against the Government of the 
United States, is not a member of an 
organization ot Government employees 
that asserts the right to strike against 
the Government of the United States, 
or that such person does not advocate, 
and is not a member of an organiza- 
tion that advocates, the overthrow of 
the Government of the United States 
by force or violence: Provided further, 
That any person who engageg in a strike 
against the Government of the United 
States or who is a member of an organi- 
zation of Government employees that 
asserts the right to strike against the 
Government of the United States, or 
who advocates, or who is a member of 
an organization that advocates, the 
overthrow of the Government of the 
United States by force or violence and 
accepts employment the salary or wages 
for which are paid from any appropria- 
tion or fund contained in this or any 
other Act shall be guilty of a felony and, 
upon conviction, shall be fined not more 
than $1,000 or imprisoned for not more 
than one year, or both: Provided further, 
That the above penalty clause sha'l be 
in addition to, and not in substitution 
for, any other provisions of existing law. 

[For expenses necessary to enable the 
President to carry out the provisions of 
the Mutual Security Act of 1951, Publie 
Law 165, approved October 10, 1951, as 
amended, as follows:] 

[Military assistance, Europe: For as- 
sistance authorized by sections 540 and 
548 for the purpose of section 101 (a) (1), 
$1,860,000,000, together with not to 
exceed $1,311,977,003 of the unobligated 
balances of appropriations heretofore 
made for military assistance, Europe, 
which balances shall be consolidated 
with this appropriation;] 

[Military assistance, Near Kast and 
Africa: For assistance authorized by 
sections 540 and 548 for the purpose of 
section 201, $240,000,000; and in addi- 
tion, for assistance authorized by section 
202 (b), $30,000,000; together with not 
to exceed $312,713,221 of the unobli- 
gated balances of appropriations here- 
tofore made for military assistance, 
Near East and Africa, which balances 
shall be consolidated with this appro- 
priation ;] 

[Military and other assistance, Asia 
and the Pacific: For assistance au- 
thorized by sections 540 and 548 for 
the purpose of section 301, $1,035,- 
000,000, together with not to exceed 
$256,843,411 of the unobligated bal- 
ances of appropriations heretofore made 
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A completely new appropriation sec- 
tion has been provided beginning on 
page 1. 
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for military and other assistance, Asia 
and the Pacific, which balances shall 
be consolidated with this appropriation, 
of which there shall be available for 
assistance to the Nationalist Govern- 
ment of China, with temporary head- 
quarters on Formosa, 20 per centum in 
excess of the sums set up in the docu- 
ment entitled, “Mutual Security Pro- 
gram estimates, fiscal year 1954’’; 

[Military assistance, American Re- 
publics: For assistance authorized by 
sections 540 and 548 for the purpose of 
section 401, $15,000,000, together with 
not to exceed $50,723,170 of the un- 
obligated balances of appropriations 
heretofore made for military assistance, 
American Republics, which balances 
shall be consolidated with this appro- 
priation;s] _ 

[Mutual*defense financing, defense 
support, economic and technical as- 
sistance, Europe: For assistance au- 
thorized by sections 541 and 548 for 
the purpose of section 101 (a) (2), 
$220 000,000, together with not to 
exceed $115,706,906 of the unobligated 
balances of appropriations heretofore 
made for the purposes of this paragraph 
of which unobligated balances, $75,- 
049,926 shall be available only for 
assistance to Spain and $37,500,000 
shall be available for aircraft production 
in Italy;] 

(Mutual defense financing, defense 
support, economic and technical assist- 
ance, Formosa and the Associated States 
of Cambodia, Laos, and Vietnam: For 
assistance authorized by section 541 for 
the purpose of section 302 (a), 
$84,000,000, together with not to exceed 
$17,821,596 of the unobligated balances 
of appropriations heretofore made for 
this purpose, which balances shall be 
consolidated with this appropriation;] 

(Mutual defense financing, manu- 
facturing in France: For assistance 
authorized by section 102, $85,000,000;] 

(Mutual defense, financing, manu- 
facturing in the United Kingdom: For 
assistance authorized by section 102, 


[Mutual defense financing, for equip- 
ment, materials and services for forces 
in the Associated States of Cambodia, 
Laos, and Vietnam: For assistance au- 
thorized by section 304, $400,000,000;] 

CMutual special weapons planning: 
For assistance authorised | by section 542, 
$50,000,000;] 

(Economie and technical assistance, 


pose of section 203, $33,792,500;] 
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A completely new rie sec- 
Near East and Africa: For assistance tion has been provid 
authorized by section 543 for the pur- page 1. 


beginning on 
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[Economic and technical assistance, 
defense support, Asia and the Pacific, 
other than Formosa and the Associated 
States of Cambocia, Laos, and Viet- 
nam: For assistance authorized by sec- 
tion 543 for the purpose of section 
302 (a), $51,278,001, together with not 
to exceed $10,821,999 of the unobligated 
balances of appropriations heretofore 
made for economic and technical assist- 
ance, Asia and the Pacific, which bal- 
ances shall be consolidated with this 
appropriation ;] 
Technical assistance, American Re- 
publics and non-self-governing terri- 
tories of the Western Hemisphere: For 
assistance authorized by section 543 for 
the purpose of section 402, $22,342,000;] 
[Basic materials development: For 
assistance authorized by sections 514 
and 548, $19,000,000;] 
[Special economic assistance, Near 
Fast and Africa: For assistance author- 
ized by section 206, $147,000,000;] ‘ 


Proposed Language Explanation of Language 


[Palestine refugee program: Not to 
exceed $44,063,250 of the unobligated 
balances of appropriations heretofore 
made for this purpose are hereby con- 
tinued available during the fiscal year 
1954;] 

economic assistance, India 
and Pakistan: For assistance authorized 
by section 302 (b), $75,000,000;] 


[Movement of migrants: For contri- A new appropriation section has 
butions authorized by section 534, been provided beginning on page 1. 
$7,500,000 ;] 


[Multilateral technical cooperation: 
For contributions authorized by sec- 
tion 544 during the fiscal year 1954 
under section 404 (b) of the Act for 
International Development, $9,500,000;] 

[International children’s welfare 
work: For contributions during the 
fiscal year 1954 as authorized by law, 
$9,814,333 ;] 

(Ocean freight, voluntary relief ship- 
ments: For payments authorized by 
section 535, $1,580,166, together with 
not to exceed $244,834 of the unobli- 

ated balances heretofore appropriated 
or this purpose, which balances shall 
be consolidated with this appropria- 
tion; 
to United Nations 
Korean Reconstruction Agency: For 
making contributions authorized by 
section 303 (a), $50,700,000. ] 

[In addition to amounts otherwise 
made available herein, such amounts of 
1953 funds as were obligated prior to 
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June 30, 1953, and deobligated there- 
after for any reason, shall be available 
for reobligation for the sik ee of this 
Act during the current fiscal vear.] 


[corporation] 


The following corporation is hereby 
authorized to make such expenditures, 
within the limits of funds and borrowing 
authority available to such corporation 
or agency and in accordance with law, 
and to make such contracts and com- 
mitments without regard to fiscal year 
limitations as provided by section 104 
of the Government Corporation Con- 
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The section on ‘Corporation’ is 
deleted. Section 1011 (b) of the Mu- 
tual Security Act, 1954, provides that 
the Institute of Inter-American Affairs 
shall be subject to the applicable pro- 
visions of the Budget and Accounting 
Act, 1921, as amended, in lieu of the 
provisions of the Government Cor- 
poration Control Act, as amended. 


trol Act, as amended, as may be neces- 
sary in carrying out the programs set 
forth in the budget for fiscal year 1954 
for such corporation: 4 [Institute of 
Inter-American Affairs 


17, 1954. 
AGRICULTURAL TecuNiIcaL AsstsTANCE Program 


WITNESS 


HON. OAKLEY HUNTER, A REPRESENTATIVE IN CONGRESS FROM 
THE STATE OF CALIFORNIA 


Mr. Taser. We will now hear from our colleague, Mr. Hunter, on 
the agricultural technical assistance program. 

Mr. Hunter. Mr. Chairman and members of the committee, I 
welcome this opportunlty to bring to you some of my observations, 
ideas, and recommendations regarding the agricultural technical 
assistance program carried on by the United States Government in 
foreign areas. This program involves the expenditure of a consider- 
able amount of money—American taxpayers’ money—which makes 
it a matter of vital interest to this committee. 

Agricultural technical assistance work and agricultural matters, 
generally, are of great concern to me, representing as I do one of the 
most productive and diversified agricultural areas in America, and 
serving as a member of the House committee on agricultural appro- 
priations. 

Agricultural technical assistance is an important part of the so-called 
point 4 program which our country launched upon the world 5 years 
and some months ago—the proposal that the United States and other 
industrially advanced nations should pass on their skills and, as far as 
possible, their surplus capital to underdeveloped countries. 

Secretary of State John Foster Dulles has stated that the time has 
come for an agonizing reappraisal of American foreign policy. The 
point 4 program is a part of our foreign policy. It is my opinion that 
this program 1s itself in need of reappraisal. Some very realistic 
thinking is in order. A new impetus is urgently needed if the whole 
project is not to wither away. 
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It was my privilege last fall, together with four of our colleagues, to 
participate in a tour of inspection of some of our foreign-aid operations, 
particularly the agricultural technical assistance phase of the foreign- 
aid program. Mr. H. Carl Andersen, a member of this committee, 
was chairman of our group. Others were Messrs. Ben F. Jensen, 
Charles W. Vursel], and Melvin R. Laird. 

Our trip commenced September 4, on which date we sailed from New 
York, and ended November 16 with our arrival in San Francisco. 
Twenty-four countries in all were visited by one or more members of 
the party. I personally visited England, France, Belgium, Holland, 
Germany, Turkey, Lebanon, Syria, Jordan, Israel, Pakistan, India, 
Thailand, Hong Kong, Okinawa, Korea, and Japan. 

In passing upon the expenditure of funds for our Government’s 
activities, it is very helpful for one to be able to see with his own eyes 
just how those activities are carried on. A Member of Congress, 
sitting in a committee room, has, for the most part, only the testimony 
of employees of the executive branch of the Government upon which 
to base his decision as to how much money should be appropriated for 
this or that activity. Without intending to reflect adversely on the 
integrity or veracity of such individuals, it is a fact that they are 
subconsciously, if not consciously, possessed of a prejudice in favor of 
the respective governmental functions in support of which they appear. 


It is therefore extremely helpful for members of the Appropriations 
Committee, who have the responsibility for appropriating money for 
the activities of Government and allocating available revenues in as 
fair and equitable a manner as possible among such activities, to get 
out and see firsthand what is actually being done with the taxpayers’ 


dollars. Not only is such procedure revealing in itself, but it enables a 
member to better understand and more accurately evaluate the 
testimony which is presented at committee hearings. 

An equally important benefit resulting from the type of investiga- 
tion which we made is that it affords one a relatively broad and 
current perspective of the total world situation, thus providing guide- 
posts by which to judge how best to cut the budget pie in support of 
our Nation’s activities abroad. Lack of such perspective is an occu- 
pational disease with many of our Government’s overseas representa- 
tives. The virus is strong and persistent. With rather infrequent 
exception, each mission tends to favor and support the position and 
demands of the country in which it is situated. To illustrate, we 
found the general feeling among our people in Pakistan to be that 
Fakistan was receiving less than its fair share of aid in comparison with 
India. In India, however, our mission representatives were convinced 
that India, rather than receiving an unduly large share of foreign-aid 
funds, was, in fact, not getting enough and that the existing ratio of 
grants between the two countries favored Pakistan. 

I wish to stress the paramount importance of quality control in 
the selection of personnel for foreign agricultural assistance work. 
Our reputation as expert in the field of agriculture and the acceptance 
of our ideas and practices rests largely in the hands of the people we 
send abroad. If they perform well, our reputation is maintained and 
enhanced. Our ideas and practices will continue to be accepted. If 
they fail, no matter how well we may do here at home, our reputation 
abroad is impaired. One is reminded of the old saying, ‘One rotten 
apple can spoil the whole barrel.” 
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Certain qualities are required of technical assistance personnel in 
foreign areas. They are: Technical knowledge, adaptability to environ- 
mental changes, and ability to work with and get along with people. 

Unfortunately, there has not been enough quality control. The 
situation was aptly described to me by a member of one of the techni- 
cal assistance missions. When the program was concieved, some one 
must have rolled out a map of the world and covered it with pins, 
each pin representing a project. No one thought to first ascertain 
whether expert personnel was available to man these projects. Fur- 
thermore, no one thought to ascertain whether the foriegn countries 
embraced by the scheme were really in favor of those projects set up 
within their respective boundaries. 

The result has been more than a few square pegs in round holes 
and noticeable impairment of America’s reputation in the field of 
agriculture. It is bad enough that some have been found tempera- 
mentally unfit for foreign service. It is inexcusable that a consider- 
able number do not know their subjects. 

I would be less than fair, however, if I did not state that by far the 
majority of our Government’s representatives abroad are sincere, 
industrious individuals working, in many cases, under adverse cir- 
cumstances. While we found some evidence of rather plush living, 
many of these people are living under conditions definitely below 
American standards. It takes more than a little fortitude to stick 
by a job when a young son is stricken with trachoma, the wife is 
afflicted with a serious eczema, and you yourself are besieged with 
dysentery. This I have seen. 

The program has been greatly in need of tailoring, and happily 
that is taking place, though not as rapidly as some would hope. 
There is need for emphasis on quality and achievement—not mere 
coverage of the map. It’s better that a slot not be filled at all than 
to fill it with someone who will not or cannot do the job right. The 
stakes involved are too high. We need the best. The people we 
are trying to help do not possess our technical skills, but they are 
very capable of quickly discovering whether or not an instructor we 
send them is himself skilled. If he does not know his subject, their 
faith in us is shattered and suspicion as to our motives is aroused. 
We must be careful not to make the program a refuge for misfits or 
a rest home for the aged. 

A factor bearing on the matter of quality and effectiveness of per- 
formance is that of length of stay on an assignment. Two years of 
duty is standard at the present time. This, in many instances, is 
not long enough. Most missionaries stay out 6 years or more on a 
particular assignment. Of course, there is a danger, also, in remaining 
away too long. As Congressman Walter Judd, of Minnesota, a 
former medical missionary to China, once told me, “No missionary 
to China should stay out more than 10 years. After that, he begins 
to think and even look like a native.” 

There is a tendency for a program such as agricultural technical 
assistance to become enlarged into a worldwide A. It has been 
my observation that the real friends of the program desire to limit 
it to its original purpose of sharing our technical skills with people in 
underdeveloped areas, with materials and equipment being provided 
for demonstration purposes only. There are those that feel other- 
wise, of course. They would like to capitalize these areas—provide 


A © SOS 


531 


each farm with a tractor, a plow, a well, and a pump, and furnish 
fertilizer for every acre of wh Such an approach to the problem is 
not only inadvisable, but impossible. 

In the first place, experience shows that whereas gifts and loans 
are as likely to make enemies as friends, true understanding between 
nations often begins when men work together with their coats off at a 
common task. Second, the presence of foreign advisers is neither as 
humiliating nor debilitating to a poor country as other forms of aid 
can be. ird, it is difficult to justify a program of foreign economic 
assistance, including such projects as dams and reservoirs for flood 
protection, irrigation, and electric power, at the expense of American 
taxpayers, when in order to balance our Federal budget we must 
deny funds for much-needed public works projects in our own country. 

e found that foreign countries are not the least bit shy about 
asking for American aid for capital expansion. I recall our visit to 
the Lebanese Agricultural Research Center at Terbol being built 
cooperatively by the United States and Lebanon. In Lebanon, we 
are providing expert services and demonstration equipment and 
materials. We were gathered together at the research center, exchang- 
ing amenities, when the Secretary of Agriculture of Lebanon spoke up 
to thank us for our help. He went on to say, however, that telling 
them how was not enough. What we should do was to provide the 
tractors, plows, etc. We should make them available free of charge, 
of course. 

The underdeveloped countries of the world are not completely 
devoid of capital ror are they incapable of producing new capital. 

Situated near the Lebanese Agricultural Research Center are the 
famous ruins of Baalbeck, constructed by the Romans, including the 
famous temples of Jupiter and Bacchus. It is a gigantic public works 
project. Nothing has been constructed before or since in that region 
to equal it in size and grandeur. Still standing are columns of marble, 
weighing 20 tons, quarried in Egypt, transported down the River Nile 
by barge, then by ship along the project site. All this, nearly 2,000 
years ago, and all with local labor ard materials. And as our guide, 
a local citizen, facetiously remarked, ‘It was done without point 4.” 

In the city of Beirut, I talked with a wealthy Lebanese, who lived 
in @ mansion lavishly furnished, the like of which is seldom to be 
seen even in the United States. He was one of those who bemoaned 
the fact that Lebanon could not afford to buy the capital items which 
were needed if that country’s agricultural production was to be ma- 
terially increased. Therefore, he argued, the United States should 
make a gift of same. 

I would have been far more sympathetic to the gentleman’s plea 
if it had not been for the fact that he paid far less income tax than I, 
although he was many times wealthier; further, that he was unwilling 
to invest any of his own wealth in Lebanese agriculture. Instead, he 
kept his assests in such forms as inventories, Swiss bank deposits, and 
United States securities. 

Why, I ask, should American citizens be taxed to capitalize Lebanese 
— +t if the Lebanese themselves, even when able, are unwilling 
to do so 

In our enthusiams for the foreign agricultural technical assistance 
program, we must not lose sight of the fact that it is not an end in 
itself. It is justified merely on the basis of its value as a factor in 
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advancing the well-being, prosperity, and security of the American 
people. For that reason, it is necessary that we carefully evaluate 
each part of the program in terms of not only the improvement 
coanie about in the economic conditions of the people of foreign 
nations to which aid is given, but also in terms of the favorable or 
adverse effect on our own economic life. 

At home we are faced with a very serious problem in managing 
and disposing of agricultural surpluses. Our farmers are producing 
more food and fiber than can be consumed in the domestic maket. 
Exports are down considerably due to both new and restored produc- 
tive capacities in other countries. 

Investments of the Commodity Credit Corporation in surplus 
commodities now total close to $7 Billion. The statutory limit is $8% 
billion. Because it is very possible that that limit will be exceeded 
before Congress convenes next January, the Secretary of Agriculture 
is asking that CCC lending authority be increased to $10 billion. 

There is within the Department of Agriculture an agency known 
as the Foreign Agricultural Service. This agency has a number of 
functions, including participation in an advisory capacity in the foreign 
agricultural technical assistance program. Another function of this 
service, and at the present time the most important ard most urgent, 
is to find a home abroad for American agricultural products. The 
first function named must not be allowed to defeat the second. This 
can happen, however, unless changes are made in the course of the 
technical-assistance program as it is currently chartered. 

One of the most interesting projects being updertaken in India is 
the Bhadson pilot extension project. This project is located in the 
State of Pepsu. Inaugurated in 1953, it is one of a number of Ford 
Foundation projects being run in blocks of approximately 100 villages 
each in different States. 

The Bhadson project receives United States Government aid in the 
form of agricultural experts; equipment, such as wells, tractors, plows, 
etc.; and materials, such as fertilizers and insecticides, etc. 

The cotton extension work is one of the special features of the 
Bhadson project. Efforts have been concentrated in replacing indig- 
enous varieties with American, and popularizing the method of line 
sowing to decrease the cost of cultivation; also, the use of fertilizer 
and irrigation water to supplement natural rainfall. The results are 
astounding. American varieties have almost completely replaced 
the native stock in 2 years’ time. Staple length and yields have 
increased 100 percent. In addition, the acreage has doubled in this 
particular project area. The Pepsu State director of agriculture 
advised me that there are almost a million acres of land that can be 
reclaimed in Pepsu alone. 

India has been raising about 4 million bales of cotton a year and 
consuming about 5 million. Because of the very short-staple length 
of its indigenous varieties, it has had to import considerable quantities 
for its textile industry. The United States has shared in that business. 
What will be the effect of the introduction of improved American 
varieties, increased acreage, and better farming practices, brought 
about in substantial measure as a result of American aid? The answer 
is painfully clear. Imports of long-staple cotton from the United 
States will decrease and eventually disappear. It is an open and 
declared policy of the Indian program to make India self-sufficient 
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in long-staple cotton. But will India stop there, once her cotton 
peenesne has gotten into high gear and becomes competitive? 
More than likely, she will go on to become a long-staple exporting 
country, in which case she will compete with the United States for 
the British, French, German, and Japanese markets. With cheap 
labor available, India stands an excellent chance of taking over 
those markets. As this occurs, more and more American farmers 
will have to get out of the cotton business. Domestic production is 
even now being greatly curtailed. California cotton farmers, for 
example, are this year required to reduce their acreage 34 percent 
below what they planted last year. 

This year, Turkey will produce about 750,000 bales of cotton, of 
which it will export around 500,000. Her principal customers are 
Germany, France, and Italy. Negotiations with Japan have been 
undertaken. Cotton production in 1949 was about 300,000 bales— 
approximately half what it is today. The big jump came in 1950, 
when the world price of cotton skyrocketed. That, plus United 
States aid, is the principal factor responsible for Turkey’s rapid 
and substantial increase in cotton production. 

In 1951, Turkey was a wheat-importing nation. Today, she is the 
world’s fourth largest exporter of wheat. She hopes to export about 
75 million bushels out of the 1953 crop. 

Turkey has a good raisin crop. This has been encouraged by the 
substantial Government assistance to raisin growers. The Turkish 
Government guarantees a price of $200 per ton to producers and, in 
addition, in order to develop an export market, is offering an export 
subsidy of $60 per ton. This is $20 per ton higher than the subsidy 
paid by the United States Department of Agriculture to American 
raisin growers. Turkey most certainly could not afford such a pro- 
gram were it not for the fact that since 1948 the United States has 
spent more than a billion dollars in aid programs in that country. 
As a result, Germany, for example, is now buying raisins from Turkey 
to supply needs which were once met in large part by California 
producers. 

We find that, in helping other countries to improve the standard 
of living of their peoples by increasing their qiieaiaenl and economic 
production, we not infrequently cause disruptions in our own domestic 
economy, which will require major adjustments. I repeat: It is 
therefore necessary that we carefully evaluate these programs in terms 
of not only improvement in economic conditions of the people of 
foreign nations to which aid is given and the consequent benefit to us, 
but also in terms of the favorable or adverse effects on our own eco- 
nomic life. This, most certainly, is a difficult task. Nevertheless, 
it must be undertaken. 

The natural tendency is toward increased production of cash crops, 
such as cotton. Granted, great and needed benefits (these countries 
need more foreign exchange) are to be deprived from such production, 
the more acute need of most underdeveloped areas, particularly 
ndia, is for increased food supplies for domestic consumption. Let 
us direct our efforts, therefore, toward meeting that need. This we 
can do with less disruption of American agriculture. 

Apropos my remarks relative to the necessity of getting the best 
people—people who are really expert in their respective jobs—it is 
equally necessary that we insist that their advice and skills be followed 
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.and employed. This has not always been the case. From reliable 


sources, I was advised of the following situation in India, and I quote 
from the report given me (it relates to the water-well project): 

I was shocked by the fact that the Indians were wasting most of the money 
we were giving them, and went to the TCA office in New Delhi to see what could 
be done about it. complained that the methods of drilling were wrong, that 
the specifications were entirely inadequate and impossible to bid, that the Tndian 
officials were stubborn and refused to consider modern techniques, that a ring of 
professional informers were shaking down bidders for the inside information 
they were able to peddle from high Indian officials and a host of other similar 
complaints. 

I was told very frankly yd two gentlemen in charge of the project for the 
American Government that they didn’t give a darn how inefficient and corrupt 
the Indian Government was, their job was to spend $65 million and thus stabilize 
the Indian economic ition. It was stated very bluntly that Mr. Acheson’s 
pores was to shovel the dollars into India until Stalin hollered “Uncle.”’ 

en I carried this complaint to Mr. Wilson, who was in charge of the whole 
TCA program, he seemed unable to cope with the situation and stated that he 
had not known that his technicians were incapable of drawing proper and ade- 
quate specifications, but that perhaps after all it was not so important that the 
specifications be correct or the wells even be efficient, but rather that we main- 
tain a friendly status with India. He implied that it was the administration’s 
policy not to cross the Indians at any point nor to deny them the right to use 
our gift of money in any way they might see fit. 

Their whole assignment (technical staff) was to keep the Indians happy and 
their hands were absolutely tied in any matter of crossing the Indians should 
come up. They admitted that they were making more money in India than 
they could possibly make in the United States and that they intended to be 
good boys and keep their jobs as long as possible. 

The fundamental purpose of our technical assistance program is 
to pass on to countries like India such of our skills as they do not 
possess or which they possess to a lesser degree. If our advice is not 
to be followed, then the program is not one of technical assistance. 
We are not helping other people to improve their ways of doing 
things—we are merely carrying on a foreign WPA. Instances of 
failure of the Indian Government to accept modern United States 
specifications and techniques in connection with waterwell develop- 
ment are numerous. For example, Indian officials have insisted on 
seamless alloy pipe as is used in oil wells. Hard water attacks alloy 
steel much more readily than ordinary carbon steel. That is why 
in the San Joaquin Valley of California, where water and soil conditions 
are much the same as in the Ganges River Basin, ordinary flat sheets 
of carbon steel are used in the fabrication of well pipe. They last 
longer and they cost less. 

To appraise the technical assistance program is to ask why it is 
carried on and thence to determine whether the answer to that question 
coincides with what has occurred. We are embarked on this program 
because we believe it to be our humanitarian and Christian duty to 
help our less fortunate fellow human beings to a better way of life. 
As a consequence of building up the economies of their countries 
and raising their standard of living, we hope that they will become 
our customers and friends. We further hope that they will repudiate 
Communism and support democracy. Without question, the pro- 
gram has helped many people; it has helped to increase their standard 
of living by increasing their productivity, which, in turn, has provided 
them with the means of buying from us. 

Has the program, however, won us the friends we expected and has 
it been successful in combating Communism? The record in this 
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regard is not good. Ironically, the years since point 4 was inaugurated 
have been years of unprecedented tension between those nations who 
contributed most and those that have benefited most. 

In the 3-year period which ended June 30 of this year, the United 
States spent or obligated close to $200 million for economic aid and 
technical assistance to India. Notwithstanding this demonstration 
of generosity and friendship on our part, India has remained neutral 
in the conflict between the Communist countries and the free world. 
At best, India can be classified as no more than non-Communist. 
And, despite the friendly attitude of many officials at the lower level 
of Government who are working with American technicians to increase 
India’s agricultural production, our political relations with India ar 
the toplevel of Government have worsened in the last 3 years. That 
is the opinion of Foreign Service officers stationed in India, with whom 
I discussed the situation. 

The lesson to be learned from our experience in India is that eco- 
nomic aid and technical assistance do not necessarily make friends of 
politicians and that politicians, for better or for worse, determine the 
course of a country’s affairs. The situation recalls to mind a con- 
versation I had with a United Nations official in the Middle East and 
a refugee from Poland. ‘It is foolhardy,” he declared, ‘‘to treat your 
economic-aid program entirely separate from politics. Your purity 
of motive is not Sadeistende let alone appreciated. You are as 
likely as not to build up an enemy instead of a friend. Do not give 
economic-aid unless in exchange you gain a political advantage. 
After all, a favorable political situation is your primary object.”’ 

There is much of the truth in the gentleman’s statement, yet time 
and again, I heard the remark made by our people that we mustn’t 
demand political concessions in return for our assistance. 

Merely raising a country’s standard of living will not protect us 
against communism. Communism does not come from an empty 
stomach. It is more correct to say that it comes from an empty 
soul. Only in the sense that an empty stomach produces dissatisfac- 
tion. with the status quo does it aid and abet communism, and then 
only when the political opportunity is afforded. A full stomach, on 
the other hand, is no guarantee against communism. Communism 
persists at all economic levels. Witness the existence of Communists 
in our own Government. Witness the well-fed Hollywood writers 
who have embraced the Communist cause. The French people eat 
as well as most anyone in the world. They have a country rich in 
natural resources, fully capable of supporting its population. Yet, 
a great number of French citizers vote the Communist Party ticket. 

Actually, communism is making the least headway in the poorest, 
most illiterate and backward areas of the world. Experience with 
communism, if anything, makes one thing clear—education and a full 
stomach are not eae against the acceptance of Communism. 
India might well be more susceptible to communism and a greater 
threat to our security if her productive capacity and the standard of 
living of her people were doubled. More important than filling the 
stomach is filling man’s mind with the right ideas. 

It is worthy of note that much of the impetus for a foreign-aid 
prema comes from those whose production is in excess of what can 

consumed domestically. Not being able to sell the surplus abroad 
through normal trade channels, they favor having our Government 
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put up the money so that it can be given away. Under such an 
arrangement, they are paid full value for their production. The catch, 
however, is that the American taxpayers pay the bill—not the recipi- 
ents of the goods. 

This situation is a hangover from a wartime economy, when, for 
military reasons, we exported more than we imported. Our economy 
changed to meet our military and related needs. Capital and man- 
power switched from production for domestic requirements to pro- 
duction for exports. 

With the war’s end, the Marshall plan, of which the present program 
is but a continuation, was inaugurated. This has permitted the 
unbalance of trade to continue. 

Unfortunately, we are exporting our own wealth without receiving 
anything in return therefor. It is unlike the normal case of capital 
investment abroad made in the expectation of recoupment of the 
investment plus interest. 

For our own good, we should undertake to gear our exports to what 
can be paid for in imports from other countries and devote the balance 
of our capital and manpower to the production of things for use and 
consumption within our own country. 

It is economic nonsense to argue that we must keep up the foreign- 
aid program in order to maintain our own prosperity. Granted the 
need for time in which to bring about a transition without serious 
disruption of our economy, still our own interests will be better served 
in the long run by transferring the effort now going into the production 
of things which can only be disposed by giving chee away abroad to 
the production of those things which will improve the lot of our own 
citizens. For example, our roads are inadequate; we need more dams 
and bridges; we are short of hospitals and schools. 

Reflecting upon our responsibilities and capacities as a nation, 
one thing stands out as paramount. We can only fulfill our responsi- 
bilities and maintain our productive capacities at a high level so long 
as we maintain our own economic solvency. If we spend ourselves 
into bankruptcy and destroy our credit, our worth as a unifying and 
constructive force in world affairs will be nil. It is therefore impera- 
tive that we gear our Government programs, both domestic and 
foreign, to a pace which we can afford to support and not go into 
debt as we are today. Unless we live within our means, we will 
eventually suffer the same fate which has overtaken so many civiliza- 
tions in the past. They overextended themselves and lost. Let’s 
not let that happen to us. At least, let us not hurry the coming of 
such a time. 

Mr. Taper. Thank you, Mr. Hunter. 


] 
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Tuurspay, Juty 15, 1954. 


TEcHNICAL CoopERATION PrRoGRAM 
WITNESSES 


HON. JOHN PHILLIPS, A REPRESENTATIVE IN CONGRESS FROM 
THE STATE OF CALIFORNIA 

HON. LAWRENCE H. SMITH, A REPRESENTATIVE IN CONGRESS 
FROM THE STATE OF WISCONSIN 


Mr. Taser. Gentlemen, we will get started on this. 

Mr. Puiuuips. Mr. Chairman, if it pleases the committee, Mr. 
Smith and I will operate this way, to save time: I will make a pre- 
liminary statement, and he will present the figures which will support 
what I say. 

My name is John Phillips and I represent the 29th District of 
California. I speak today not as a Representative of that district, 
but on the point 4 system. 

I have had, and Mr. Smith has had, an intimate relationship with 
the point 4 program from its inception, and particularly with the 
men who served voluntarily as the advisers of that program and who 
had a keen and sincere interest in its success. The point 4 program, 
in my opinion, and I think in yours, gentlemen, is one of the outstand- 
ing programs that we conceived for a good international relationship, 
and perhaps I should say the basis of friendship with foreign nations, 
but please understand I speak of the point 4 program as it was con- 
ceived and not the point 4 program as it is being carried on. 

The pomt 4 program was first headed by the late Dr. Henry 


Bennett, and I would like, with your permission, to include in the 
record a statement Dr. Bennett made the day before he left on his 
last trip, on which he was killed in a plane accident. 1 would like to 
read part of that statement: 


Congress shaped the legislation in such a way that it thought the character 
and the identity of the point Pp en had been preserved. ye must not now 


lose it by any act of our own. e must take care to see that it is preserved as the 
program which the President presented to the Nation and to the world. We must 
see to it that it is preserved as the program which all of us together have described 
since the organization of TCA. 

The program we have described to Congress and to the public is a simple, 
down-to-earth, self-help program designed primarily to assist other peoples in 
increasing their food production, bettering their health conditions, and improving 
their educational systems. It is my view that the cost of this program, which 
will be effective only if it is pitched on a long-term basis, should be enough to 
finance a broad dynamic technical cooperation effort, but not to include large- 
scale grants-in-aid. This has been my consistent position and conviction and I 
must be faithful to it. 

It is my desire that we press forward as rapidly as possible with all of our 
program, but without spending money recklessly. It would be far better for 
everyone concerned if we turned back unneeded money to the taxpayers rather 
than waste it on unsound projects. 


The Advisory Board that I am talking about, whose members 
Mr. Smith and I know personally, for a long time consisted of Mr. 
Harold B. Allen, director of education, Near East Foundation, New 
York, N. Y.; Mr. Abner Bowen, farmer and businessman, Delphi, 
Ind.; Msgr. L. G. Ligutti, executive director, National Catholic 
Rural Life. Conference, Des Moines, Iowa; Mr. John H. Reisner, 
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executive secretary, Agricultural Missions, Inc., New York, N. Y.; 
Mr. J. Stuart Russell, farm editor, the Des Moines Register & Tribune, 
Des Moines, Iowa: Mr. William A. Schoenfeld, dean emeritus and 
organization consultant, Corvallis, Oreg.; and Dr. Raymond W. Miller, 
consultant, Food and Agriculture Organization, United Nations, and 
lecturer, Harvard Graduate School of Business Administration. 

Some of those men would have been glad to come here, but Dr. 
Ray Miller is now on another trip around the world for FAO, and 
Mr. Reisner is in New York. Mr. Leigh Stevens, who has been in- 
terested and helpful, just got back and was unable to come. 

So Mr. Smith and L in effect, speak their sentiments. 

The intent of the program was that we should take a very small 
amount of money—some of these mén have no more than $15,000 or 
$20,000 a year; that is the entire amount they use. They go into 
the area and help these people help themselves. They do not go in 
and say the people have to have a lot of equipment we have in this 
Nation. They go in and show them how to use what they have, and 
as a result there is a friendship created and almost a devotion to this 
country, which is lacking where we have spent money on our own 
decisions of how to spend it without the personal interest and co- 
operation of the people. 

To save time, I should like Mr. Smith to take up some of these 
figures. First of all we will say that as of now—as of February 28 
but I just got the information—there are supposed to be 2,778 tech- 
nicians. at is just technicians. It is absolutely impossible to 
have that many. We could not get that many technicians for the 
point 4 program when it was set up who were competent and able to 
do the work that was to be done. Of these, 228 are shown as in 
Washington alone. I am not sure the 228 are included in the 2,778. 
They are additional. 

On the administrative staff we have 1,842, and in Washington 1,241, 
to administer a program which is to send someone to live with the 

ple and show them how to help themselves. It is an incredible 


re. 

Now if Mr. Smith will break down the requests and show that by 
the simple process of multiplication the amount needed for point 4 is 
much less fs has been requested, I will turn that over to him, if I 
may. 

Mr. Smita. My name is Lawrence Smith of Wisconsin. I am a 
member of the House Committee on Foreign Affairs, and I have been 
giving this matter of the amounts requested for this particular program 
a good deal of thought and study. I want to reiterate what Mr. 
Phillips has said regarding the program. I think the TCA program 
as such perhaps has a potential for more good than anything else we are 
doing in the field of foreign relations. My concern is to make sure 
it will be continued as conceived by Dr. Bennett, the first Adminis- 
trator. We have, as Mr. Phillips says, gotten way off the beaten 

ath. 
a I believe the authorization provided for $112.7 million. I had 
intended to offer an amendment on the floor to reduce it to a straight 
$100 million. The testimony of the experts to whom Mr. Phillips has 
referred indicated that the program could well be done for less money 
than the $100 million; they thought it could be done for around $50 
million; but notwithstanding, aking Mr. Stassen’s own figures, he 
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lans on about 2,900 in personnel. The cost of the personnel per 
individual, which includes the equipment that he uses, amounts to 
about $19,000. That times the 2,900 gives us a figure of $55.1 million. 

In addition to the requested number of 2,900 for personnel, we have 
a trainee program. Mr. Stassen says he needs 2,600 people in that 
program, and he figures each trainee costs the Government about 
$5,000. The total of that particular item for trainees amounts to 
about $13 million. 

I would like to state parenthetically that never since the program 
started have we ever been able to recruit a sufficient number of tech- 
nicians for the program. We have always been below the number 
authorized. So the training program is an essential phase of the over- 
all picture, and I think we ought to provide enough money so that we 
can eventually reach the point where we will have the required number 
of men in the field to do this work. 

Another point, again taking Mr. Stassen’s figures, concerns the ad- 
ministrative end here in Washington. The salaries of the secretaries 
to the directors average from $6,000 to $6,500 a year. At this rate 
the Washington staff of 1,198 plus the Latin American, Near East, 
African, and Far East, would cost about $7.2 million. 

Then Mr. Stassen figures that there ought to be about 3 percent 
allowance for the overall program. In other words, while we might 
limit the entire program to technicians, we realize that the technicians 
in turn need equipment to carry on their work. They need equipment 
for demonstration purposes. They might need equipment in the way 
of automobiles and so forth. He figures that at about $3.4 million. 

If you take those sums and add them up you will find we have a 
figure of $78.7 million. The question arises, of course, in view of the 
fact that this is what he has requested, Why should we at this time 
appropriate $112.7 million to take care of a program that does not call 
for that much money? I think this is one of the places where we can 
save a few million dollars—and it is a few when you consider the 
overall expenditure. 

Mr. Purturrs. What is the total of the figures you gave? 

Mr. Smiru. $78.7 million. I think I ought to say that there is a 
good deal of favorable sentiment for this program. The church 
people are for it and there was a feeling in our own committee at the 
time that maybe this is one of the items we should not try to cut as it 
could be misconstrued. But it seems to me that if we are going to 
appropriate for a program which actually can get by for $78 million, 
there is no reason why we should appropriate or even authorize 
$112 million for that purpose. That is the purpose of my testimony 
this morning, to point out that, based on Mr. Stassen’s testimony, we 
can get by with $78.7 million. 

Mr. Cannon. Mr. Chairman, may I ask a question off the record? 

(Discussion off the record.) 

Mr. Puruurps. Should we not ask Mr. Smith to tell the committee 
about a rather interesting coincidence, of how these figures work out 
on another basis? 

Mr. Smith gave the figures that come out to a total of $78.7 million. 
By a curious coincidence, an almost identical figure is reached by 
another method of calculation. If you take the figures submitted by 
the mutual security program, for the Near East, African, and southern 
area for 1954 it was $74,703,000, and for 1955 it is $66 million. For 
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Latin America it was $25,300,000 for 1954 and $24 million for 1955. 
And for the Far East and the Pacific it was $1.5 million for 1954 and 
$22.6 million for 1955. 

Here is the interesting thing. The Latin American program has 
been the nearest program for Redenpeeotlent is, the right use of the 
technical cooperation program and a balance of other matters in the 
program. So if we take the figures of the mutual security program, 
it is interesting to note that the figures for 1954 for Latin America 
taken as a basis and divided by the number of employees, which was 
758, and use the same result applied to the number of people in the 
other 2 programs, you would find the actual need for the 3 programs 
would be as follows: You would have Latin America $24 million, leav- 
ing it as it is, but the amount by multiplication for the Near East 
comes to $43 million, not $66 million, and the total for the Far East 
and the Pacific comes to $12 million instead of $22 million by this 
simple mathematical computation. That figures a total of $79 mil- 
lion, and Mr. Smith, by another calculation, came to $78.7. So there 
is no possibility, on MSP’s own request, of figuring more than $78 
million or $79 million, and that is without any cuts by reason of a 
smaller amount of personnel or any economies. 

Mr. Cannon. Off the record. 

(Discussion off the record.) 

Mr. Puitures. Mr. Chairman, may I identify what I read from a 
moment ago. It was one of three insertions in the Congressional 
Record as reports of the Advisory Committee on the objectives of 
the technical cooperation program, I put them in the Record from 
time to time. The one I read from was inserted in the Record on 
March 17, 1952. 

(The document referred to is as follows:) 


(Congressional Record, 82d Cong., 2d sess.] 
Tue OBJECTIVES OF THE TECHNICAL COOPERATION PROGRAM 


Remarks of Hon. John Phillips, of California, in the House of Representatives, 
Monday, March 17, 1952 


Mr. Priuurps. Mr. Speaker, in a few days this Congress will discuss and vote 
upon a program known as the TCA program, the technical cooperation program. 
It is more often called the point 4 program. It is important, as we discuss this 
subject and decide how much money it should have for fiscal year 1953, that we 
keep in mind its original objectives. 

It was to be a simple program. The objective was not to pour money into 
other countries, but to teach people to help themselves. No clearer statement 
of the objectives, as well as the dangers which face this program in the future, 
has been made than the one which I have asked permission to include with these 
remarks. It is called a reaffirmation of views and position of the Board with 
respect to TCA program and policies, and it is a statement of the seven members 
of the Board of Consultants to the Food, Agriculture, and Resources Develop- 
ment Staff of the TCA, of the Department of State. 

It opposes the granting of large sums of money, which it speaks of as tempo- 
rary palliatives, tending to diminish local interest. It quotes the late Dr. Henry 
Bennett and his philosophy, to which the members of the Board subscribe 
unreservedly. It concludes that: . 

“The soundest approach is by educating the people so they can train their 
own corps of experts and become the masters of their own economic destinies.’’ 

It will be well, Mr. Speaker, for us to keep this wise advice in mind, in a few 
days, when we are asked to vote large sums of money for foreign aid, including 
this point 4 program, when what we need, and what these foreign friends need, 
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is knowledge of production and of marketing so that they, of their own efforts, 
may become self-reliant. This is American foreign aid at its highest and best. 
The entire statement follows: 


“FEBRUARY 28, 1952. 

“To: Clayton E. Whipple, Director, Food, Agriculture and Resources Develop- 

ment Staff, Technical Cooperation Administration, Department of State. 
“From: Board of Consultants to the Food, Agriculture, and Resources Develop- 

ment Staff, Technical Cooperation Administration, Department of State. 
“Subject: Reaffirmation of views and position of Board with respect to TCA 

program and policies. 

“PREAMBLE 


“We recognize the pressures arising from considerations of the psychological 
impacts and subsequent prestige created by the size of appropriations for use in 
countries concerned. Nevertheless, we believe the TCA program as related to 
food, agriculture, and resources development should be corfined to the originally 
stated objective of helping people to help themselves, rather than to be utilized 
as an expedient to attain political and/or military policy objectives. 

“The current wide acceptance and popularity of the technical cooperation con- 
cept has been based on the soundness of a program to increase food production 
and improve health and living standards through the medium of mass education 
and exchange of technical know-how. 

“We believe that this basic principle must be maintained if the American publie 
is going to continue to support technical cooperation; that is, point 4. 

“As guaranties that the technical cooperation character of the program will be 
preserved, we recommend that the following program policies be continued and 
emphasized: 

“(a) Point 4 is a program of the American people. As such, we believe it 
should insure that the resources of the many nongovernmental organizations now 
working in the foreign field are utilized to the fullest extent possible in program 
development and operation. We recommend that immediate stens be taken to 
determine the extent of these resources and to effect a fully coordinated program. 

“(b) We feel that all country programs should be on a truly collaborative basis 
and that, to that end, each cooperating country should make contributions of 
both personnel and funds. The final objective of each TCA program should be 
to develop local leadership within the country to make certain of the continuation 
of the program to the desired end. 

‘“(c) Money means nothing unless we have staffs who can spend it wisely. 
Therefore, we suggest that programs be projected and funds appropriated only 
as competent and proven personnel, both in the United States and in the country 
itself, are potentially available. 

“(d) We recommend an immediate study of specifications for civil-service 
appointments that will insure the recruitment of the best available men for 
point 4 service. This study should include specifications for men of junior level, 
both in salary and experience. 

“(e) We believe the above because our collective foreign experience has shown 
that pumping large sums of money or grants of equipment into underdeveloped 
countries sets up social and economic forces which will defeat the long-range 
objectives of point 4. 

“For instance, these large sums or grants (1) may lead to misuse of funds and 
equipment; (2) are temporary palliatives which often diminish local initiative; 
(3) are usually not fully absorbed into the local underdeveloped economies; (4) 
provide work, equipment, or techniques which cannot or may not be maintained 
or supported after United States aid is withdrawn; (5) lead to oversized projects 
which are often physically, economically, or socially unsound because of lack of 
time and data for proper planning. 


‘‘REAFFIRMATION OF THE SUPPORT OF THE BOARD OF CONSULTANTS OF THE VIEWS 
AND POSITION OF DR. HENRY BENNETT, LATE ADMINISTRATOR OF THE TECHNICAL 
COOPERATION ADMINISTRATION 


“The late Dr. Henry Bennett believed that aside from the ‘immorality of great 
(lavish) gifts,’ the resulting inefficient operations and the frequent strengthening 
of the hands of exploiters would further intensify the very situation which now 
lies at the root of the world turmoil. 

“On the day before he left on his fatal trip Dr. Bennett left the following in- 
structions, which embody the essence of his philosophy and to which this Board 
subscribes unreservedly : 


542 


“1. T made a very strong argument kefore Congress and in my public addresses 
for the preservation of the character and the identity of the point 4 program. I 
have had Mr. Wetb’s (Under Secretary of State) and the President's personal 
support in this. Congress shaped the legislation in such a way that it thought 
the character and the identity of the point 4 program had been preserved. We 
must not now lose it by any act of our own. We must take care to see that it 
is preserved as the program v hich the President presented to the Nation and to 
the vorld. We must see to it that it is preserved as the program which all of us 
together have descrited since the organization of TCA. 

‘‘2. The program ve have descrit ed to Congress and to the public is a simple, 
down-to-earth, self-help program designed primarily to assist other peoples in 
increasing their food productica, bettering their health conditions, and improv- 
ing their educational systers. It is my view that the cost of this program, 
which will te effective only if it is pitched on a long-term basis, should be enough 
to finance a broad, dynamic technical cooperation effort, but not to include large- 
scale grants-in-aid. This has teen my consistent position and conviction and I 
must be faithful to it. 

«3. Tt is my desire that we press forv ard as rapidly as possible with all of our 
program, but without spending money recllessly. It would ke far better for 
everyone concerned if ve turned tack unneeded money to the taxpayers rather 
than vaste it on unsound projects.’ 

“This Foard feels, hov ever, tte TCA rust not get so atsorbed in the problems 
of production that we neglect Letter preservation, utilization, and distribution. 
We must also, on recuest, te ready to advise the people of the underdeveloped 
countries in impro’ ing their ov n land tenure patterns, in developing their credit 
facilities, and in stressing eff cient marketing of their products. Dr. Bennett 
thought that these things must be created tv the people themselves. He believed 
that the soundest approach is tv educating the people so they can train their own 
corps of experts and become the masters of their own economic destinies. To 
all of this we sul scrite. 

“Mr. Harold B. Allen, Tireetor of Education, Near East Foundation, New 
York, N. Y.; Mr. Abner Bowen, Tarmer and Businessman, Delphi, Ind.; Mon- 
signior L. G. Ligutti, Executive Director, National Catholic Rural Life Confer- 
ence, Des Moines, lova; Mr. John H. Peisner, Executive Secretary, Agricultural 
Missions, Inc., New York, N. Y.; Mr. J. Stuart Russell, Farm Editor, the Des 
Moines Register and Tribune, Des Moines, Iowa; Mr. William A. Schoenfeld, 
Dean Emeritus and Organization Consultant, Corvallis, Oreg.; Dr. Pavmond W. 
Miller, Consultant, Food and Agriculture Organization, United Nations, and 
Lecturer, Har-ard Graduate School of Business Administration.” 


Mr. Putuurrs. The advisers are still interested, although I think 
actually the Advisory Committee no longer exists officially. 

Mr. Smirn. That is right. 

Mr. Puituips. But they are still interested and immensely concerned 
that the progrem should not get away from the original purpose, to 
help people help themselves. . 

Prank you very much. j 

Mr. Taper. Let me see the figures you have and the information 
you have. 

Mr. Smrrn. I will be glad to submit it. 

Mr. Taser. If we could have that during the day, anyway. 

Mr. Smiru. You may have it, Mr. Chairman. i did not go into 
the question as to how they figure out this $19,000 per employee, 
but that is set out in that information sheet too, Mr. Chairman, so 
you may be interes‘ed in it. 

Mr. Cannon. Off the record. 

(Discussion off the record.) 


SATURDAY, JULY 17, 1954. 


Untrep Nations INTERNATIONAL CHILDREN’s 


WITNESSES 


MRS. ALBERT E. FARWELL, NATIONAL CONGRESS OF PARENTS 
AND TEACHERS 

MBS. VIRGINIA M. GRAY, CITIZENS COMMITTEE FOR UNICEF 

MRS. MARGARET F. STONE, CHAIRMAN, CITIZENS COMMITTEE 
FOR UNICEF 


Mr. Taser. The committee will be glad to hear you, Mrs. Farwell. 

Mrs. Farweii. Thank you. May I give these to you? 

Mr. Taper. Give them to the clerk, please. 

Mrs. Farwe.w. Here are copies of my statement. Mr. Chairman 
and members of the committee, I am Mrs. Albert E. Farwell, a 
member of the Washington committee on legislation of the National 
Congress of Parents and Teachers. I am submitting this statement 
for Mrs. Clifford N. Jenkins, chairman of the committee on legislation. 

First may I express my appreciation to you for extending to the 
organization which I represent the privilege of appearing before you 
this evening. The National Congress of Parents and Teachers with 
its nearly 9 million membership is a volunteer group. It is in that 
capacity that I come before you now. 

he National Congress of Parents and Teachers is concerned with 
the welfare of children in all parts of the world. It is our deep con- 
viction that the lives of our children are permanently bound up with 
the lives of children everywhere. We have been, and continue to be, 
deeply concerned about the appropriations for the work of the United 
Nations Children’s Fund, which has become known as UNICEF. 

We applaud the work that has been accomplished. We are cogni- 
zant of the fact that UNICEF is currently assisting 213 programs in 
78 countries and territories. Over half of the programs—114 to be 
exact—are in the field of mass health, the largest number being for 
malaria control and BCG antituberculosis vaccinations. One-fifth 
of the programs are in general maternal and child welfare. UNICEF 
is aiding 46 nutrition programs, of which 27 are for long-range feeding 
and 19 are for milk and other food processing. It is currently aiding 
8 emergency programs. This is a record for which those responsible 
for the administration of the program can be justly proud. 

The program is based on the principle of self-help, which is another 
factor that bears emphasizing. ‘This gives the hope of permanence 
to the good that is achieved. We understand that in many countries 
the UNICEF program has come to be known as the U. N. in action. 
This is an important achievement in its own right. 

The sum of $13,500,000 has been requested covering a period of 18 
months—January 1, 1954, to June 30, 1955. At the rate of $9 million 
for the fiscal year, this marks a cut from the appropriation for 1953-54. 

I believe that is about an 8 percent cut. The National Congress of 
Parents and Teachers pleads for a total appropriation of $13,500,000. 
We urge that this sum be considered an irreducible minimum for the 
United States contribution for the 18-month period. We are not in 
favor of the administrative limitation restricting this appropriation to 
a rigid percentage of other nations’ contributions to UNICEF. In- 
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stead we urge that the onpperention be approved without any limita- 
tion that would prevent the availability of the full $13,500,000. 

The National Congress of Parents and Teachers believes that 
UNICEF is an important international program. We shall await with 
hope and confidence the outcome of your deliberations. We have 
faith that you, too, believe that all children are ours, wherever they 
may live. 

Mr. Taser. Thank you very much. 

Mrs. Farwetu. Thank you, Mr. Chairman and gentlemen of the 
committee. 

Mr. Taser. Mrs. Gray, the committee will be glad to hear you. 

Mrs. Sronr. I am Mrs. Stone, Mr. Taber. Mrs. Gray wrote the 
letter asking that I be heard, as she wished it just as well as I did. 

Mr. Taser. We will be glad to hear you. 

Mrs. Strong. Thank you. 

Mr. Chairman and members of the committee I want to thank you 
for this opportunity to be heard by the committee. I am going to 
be very brief. In fact, I am not going to read my statement at all. 
I am just going to comment on it a little. 

(The statement submitted by Mrs. Stone is as follows:) 


STATEMENT OF Marcarer F. Svronn, CHArRMAN, CrrizeENs CoMMIVTEE FOR 
UNICEF 


I am Margaret F. Stone, Chairman of the Citizens Committee for UNICEF. 
The Citizens Committee for UNICEF is an informal clearing house of legislative 
information for a number of national organizations which support continued 
United States participation in the United Nations Children’s Fund (UNICEF). 
The organizations which have authorized me to make this joint statement are: 

merican Association of Social Workers 
Association for Childhood Education International 
Child Study Association of America 
Child Welfare League of America, Inc. 
Friends Committee on National Legislation 
Methodist Church—Woman’s Division of Christian Service of the Board 
of Missions 
National Board of Young Women’s Christian Association 
National Council of Jewish Women 
United Church Women 
Women’s International League for Peace and Freedom 

Members of these organizations have followed the work of UNICEF since it 
was established in 1946. All of these organizations have shown their we 
of the program and its administration by voting to support continuing United 
States contributions to UNICEF. 

I am appearing here this evening to urge your support of the request for an 
appropriation of $13,500,000 to cover the 18-month sey from January 1, 1954, 
to June 30, 1955, for the United Nations Children’s Fund. We believe that this 
request is a modest one in view of the fact that two-thirds of the world’s children 
face hunger and sickness. This budget request already represents a cut of 
$814,000, or over 8 percent from the comparable previous United States con- 
tribution. It therefore seems to us to be an irreducible minimum for the United 
States share of this sound investment in the next generation of children. 

The United Nations Children’s Fund is one of the few outstanding examples 
of effective cooperation for constructive purposes among its participating nations. 

‘Fifty-four countries and the Vatican State contributed voluntarily in 1953 to the 
central fund of UNICEF. The success of their combined efforts has been demon- 
strated in a practical way that the whole world can see. UNICEF is not charity; 
it is not just a giveaway program on the part of the United States. Instead it is 
a shared program of self-help. Each country that applies for aid must be able 
and willing to contribute to the project, in terms of goods and services locally 
available, an amount equal to the amount of aid to be received. Usually the 
amount of the local contribution far exceeds the external aid required to make 
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the program possible. Furthermore, the emphasis of the program is on projects 
of permanent improvement and development which can be continued indefinitely 
by the country aided long after UNICEF help has ended. 

In its progra'ny of allocations for 1954, UNICEF has apportioned approximately 
45 percent of its funds for long-range assistance in Asia, 30 percent for Africa and 
the eastern Mediterranean, and 20 percent for Latin America. In Asia UNICEF 
is currently assisting Indonesia, Korea, Pakistan, India, Philippines, Thailand, 
and Burma among others; Iran, Iraq, Turkey, Syria, Ethiopia have projects 
underway in the eastern Mediterranean. In summary, UNICEF's assistance 
covers 213 programs in 78 countries and territories, reaching over 60 million 
children. 

When we view the accomplishments of UNICEF, we realize that the United 
States contribution of $13,500,000 is very small indeed. It amounts to less than 
6 cents per year per person in the United States. Because a remarkable degree of 
economy has been achieved through efficient operation of the fund, each dollar 
that is received can do a big job. Conversely each dollar withheld from the 
program would mean, for example, that 8 children suffering from those horrible 
tropical ul-ers called yaws could not receive the 1 health-giving shot of penicillin 
that so miraculously restores to them the possibility of a useful and healthy 
future, 

The Children’s Fund has justified our confidence and your confidence in its 
value. Furthermore the political significance of such work must not be under- 
estimated. To the people in remote villages who are helped, UNICEF has 
become the symbol of the United Nations, in some cases has even come to mean 
the United States itself, when they see the labels ‘“‘ lade in U. 8. A.’ marking the 
containers bringing penicillin or DDT spray. Such tangible evidence of the 
friendship and good will of the nations comprising UNICEF cannot fail to make 
an impression on these people. It can and does offset much of the Communist 
propaganda regarding improved standards of living which the Communists so 
often claim to offer these people. 

Other nations, following the United States example, also contribute to the cen- 
tral fund of UNICEF. The amounts they give are gradually increasing so that 
the fund is no longer dependent upon the United States for as large a proportion 
of its financial support as was necessary in the past. We hope, however, that 
the United States contribution this year will concinue to set the example for 
other nations to follow. To accomplish this, we urge that the United States share 
not be hampered by the application of a rigid administrative formula limiting the 
United States contribution to the central fund to a fixed percentage of the total 
contributions of other governments to the central fund. A firm imposition of 
such a restriction on the part of the United States may result in a severe reduction 
in United States aid for UNICEF projects already underway, projects that 
local governments had, in good faith, contracted to match. Projects such as 
these [pictures] would have to be curtailed. This result is predicted because 
other nations are not expected to be able to increase their contributions to the 
centrel fund of UNICEF rapidly enough to draw down the full United States 
contribution within this fiseal year. Last year, it should be remembered, the 
United States contribution actually amounted to only about 24 percent of the 
total funds of UNICEF including those amounts which governments contributed 
locally. For the United States to withdraw, even though a technicality, an 
appreciable amount of support from UNICEF would be most unfortunate and 
certainly contrary to our nations] interest. 

We respectfully urge, therefore, the appropriation of the full $13,500,000 as 
authorized, with the direction that this full amount be made available to the 
children’s fund during the fiseal year 1955. 

Thank you for giving our organizations this opportunity to present their views. 

Mrs. Stone. I want to say that I am authorized to make this 
statement for 10 national women’s organizations which are listed 
here in my statement. 

Mr. Wiac.ieswortn. What is the Citizens Committee for UNICEF? 

Mrs. Srone. It is a legislative clearinghouse for a number of na- 
tional organizations, and there are about 19 or 20 of them. 

Mrs. Gray. It varies from time to time. Some of them make their 
own statements. For example, the National Congress of Parents 
and Teachers has a policy of never going in with another organization 
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on a joint statement. We work with them and keep them informed 
on legislative matters. 

Mrs. Stone. We pass legislative information back and forth. You 
have the organizations before you there. Perhaps I do not need to 
yg the list of them, but if you would like to have me read it, I will 

0 so. 

Mr. Taper. It is not necessary. That will be printed in the record. 

Mrs. Stone. Thank you very much. 

The reason for appearing before you and taking your valuable time, 
because we know that you have many responsibilities and have been 
working on this right along, is because of the fact that all of these 
organizations feel that United States participation in UNICEF is one 
of the most valuable parts of our foreign policy. They feel that it is 
one of the most important ones. For instance, they feel that it is 
tangible evidence of the good will of the democratic countries and those 
that participate in UNICEF that cannot be underestimated. In fact, 
in many of the countries UNICEF means to the people of those 
countries the United Nations, and in places where they see the supplies 
coming in, many of which are bought in the United States, some of the 
countries even feel that the Uuited States is the United Nations. 

I am here to urge your support of the request for the full amount 
of $13,500,000 for UNICEF because any lessening of this amount 
will mean so much to these underprivileged children. 

The Children’s Fund has been functioning for many years, since 
1946, and as you know it is an organization that is set up to buy 
supplies. 

They cooperate with the Food and Agricultural Organization and 
the World Heel*h Organization who give technical assistance, but the 
UNICEF itself furnishes supplies, and in this period of time they 
have acquired such efficiency that a dollar goes a very long way. 
For instance, a dollar would give 8 children who have yaws, that 
horrible disease, where they have tropical ulcers, 8 children 1 shot of 
penicillin which would enable them to become future members of 
society, and would enable them to become healthy, active citizens 
again. 

I suppose that all of you have seen this poster that shows a child 
with yaws. It is an ulcer disease resulting from a lack of protein in 
the diet, but, miraculously, they have found that one shot of penicillin 
will cure that diseasé. Then, of course, they have to be instructed 
in diet and nutrition, and a check has to be made of them periodically, 
but one shot of penicillin will miraculously cure this disease which 
cripples them for life otherwise if it is not attended to, because when 
they get it on their feet they cannot walk, and they are not able 
members of society. 

We feel, therefore, that it is so important to keep up this demonstra- 
tion, this tangible demonstration of the good will of the democratic 
countries. If there is ary cut in the fund UNICEF tells us from head- 
quarters that they will have to cut something from each of their 
many programs. They cannot just write 6ff any program that they 
have promised to the various countries because, as you know, agree- 
ments are made with the aided countries by which the countries 
themselves agree to put in an amount equivalent in goods or services 
to the amount given to them. 
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Therefore, we urge very strongly that this evidence of our good 
will, which is so important in these days, when others are ready to 
step in if we are not there, we urge that the full amount of $13,500,000 
be appropriated, as authorized, for UNICEF. 

Mr. Taser. Thank you, Mrs. Stone. 

Mrs. Stone. Thank you, Mr. Chairman and gentlemen of the com- 
mittee. 

Mr. Taser. The following letters which have been received by the 
chairman will be included in the record at this point. 

(The letters referred to are as follows:) 


GENERAL FEDERATION OF WoMEN’s CLUuBs, 
July 14, 1954. 
Hon. Joun J. Taser, 
Chairman, House Appropriations Committee, 
House Office Building, Washington, D. C. 

My Dear Sir: The General Federation of Women’s Clubs has long been 
interested in the welfare of children—most of its members are mothers. 

We are specifically interested in UNICEF as it deals with the lives of children. 
We believe that cuts in appropriations which affect the health, education and 
welfare in underprivileged areas can have tremendous repercussions not only in 
the present but also for future programs. It seems to us that thoughtful considera- 
tion of youth today will go far in a program for better understanding. 

We have appeared before different committee hearings on this subject, but we 
send this letter to you as chairman of the House Appropriations Committee to 
further stress the stand of the General Federation of Women’s Clubs with regard 
to cuts in the appropriation for UNICEF. 

We urge that the $13,500,000 requested for the next 18 months for this program 
be approved without restriction. 

We hope you will inelude this letter in the records of this hearing. 

Sincerely, 
HELEN CyapMan, 
Mrs. THrovore 8. CHAPMAN, 
President. 


THe AMERICAN Parents CommMitres, INC., 


July 17, 1954. 
Re the United Nations Children’s Fund (UNICEF) 
Hon. Taser, 
Chairman, A Committee, 
House of Representatives, Washington, D. C. 


Dear Mr. Taser: I appreciate the invitation of your committee to come before 
you on Saturday night to testify on behalf of funds for UNICEF. Hearing how 
rushed you are and how full your Saturday night schedule is, I have decided to 
write this letter instead of appearing in person. I hope you will include it in the 
record of your hearing. 

I would like to see your committee recommend the full $13,500,000 for UNICEF 
for the prescribed 18-month period. Last year, you may remember, after I had 
elateed from a trip around the world I testified before your committee and said 
that I believed UNICEF is ‘‘the greatest child welfare effort of all time.’’ In 
February of this year I wrote and published an article in Parents’ Magazine under 
that title. A copy of that article is enclosed. 

The help UNICEF has given to millions and millions of children is almost 
beyond our power to imagine. In Asia alone every month over 1 million young- 
sters are treated for vaws, millions of others are protected from malaria or immu- 
ized against tuberculosis. Every day in Korea 2 million youngsters are given a 
glass of milk made from United States surplus milk powder. So, for purely 
humanitarian reasons UNICEF deserves the support of the United States. 

To me there is another equally important reason why we should keep UNICEF 
work going. I believe it is one of the most powerful instruments we have for 
helping people in underdeveloped countries to understand the difference between 
our democracy and the totalitarian governments which are rapidly gaining ground 
in those areas. 


All over southeast Asia on my trip I saw unbelievable poverty, sickness, and 
squalor. I saw, also, the red-bannered trucks, the reading centers, the posters 
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and other devices used by the Communist leaders to reach these suffering people, 
and to promise them better conditions. Whether in the future the governments 
of those countries can remain independent of Communist control will depend, 
I firmly believe, on how they can improve the lot of their people. To help these 
countries to help themselves is the big challenge for us and the other free nations. 

The program of UNICEF is a self-help program. UNICEF does not begin a 

rogram in a country until that country asks for it, until that country assumes a 
Lee part of the expense, and until that country promises to carry on the program 
long after UNICEF has withdrawn assistance. 

The penicillin factory I heard about in India was built by India but equipped 
by UNICEF. The 5,000 maternal and child health centers in Asia are using 
sterilizers and other equipment furnished by UNICEF (much of it bought in the 
United States). But the centers are run by native doctors and nurses trained by 
UNICEF or WHO. In these centers hundreds of native girls are being trained to 
go out among their people to do what we would call public health work. 

The kind of work done by UNICEF strengthens the governments because it 
shows them how to begin and carry on health and welfare programs to save their 
children. The UNICEF banner in thousands of isolated towns and villages 
demonstrates that UNICEF is interested in them. Because so much of the 
material used by UNICEF comes from the United States the phrase ‘‘made in 
the U.S. A.” and the letters “UNICEF” are in many places thought to mean one 
and the same thing. 

Congresswoman Bolton said recently in a committee hearing, “Children are all 
we have left.” I believe it behooves us, the strongest nation in the world, to hel 
less fortunate countries to give their children a chance. We can do this Taithvga 4 
UNICEF, and at the same time we can show these children that the countries 
behind UNICEF respect their right to grow up as free unfettered individuals. 

Sincerely yours, 
Grorce J. Hecur, 

Chairman, American Parents Committee, Inc., Publisher, Parents’ Magazine. 


SaTuRDAY, Juny 17, 1954. 


ConpITIONsS IN Morocco 


WITNESS 
ROBERT E. RODES 


Mr. Taser. Do you have a statement, Mr. Rodes? 
Mr. Ropes. Yes, sir; I have. 
(The statement submitted by Mr. Rodes is as follows:) 


STATEMENT OF Rospert E. Ropes 


Mr. Chairman and members of the committee, my name is Robert Emmet 
Rodes. My permanent address is 34 West 65th Street, New York City. I hzve 
an export and import business in Casablanca, Morocco, and am commander of the 
American Legion Post there. In 1949, I first called your attention to the Depart- 
ment of State’s refusal to uphold United States treaties with France and Morocco. 
I am grateful for this further opportunity. 

The Department of State has ignored one congressional mandate, evaded at 
least. the legislative intent of two others, failed to require implementation of a 
verdict of the Internaticnal Court of Justice, defaul on United States treaty 
obligations to a friendly power, and by its own agreements has regulated foreign 
commerce and modified treaties. 

Treaties involved are between the United States, France, and Morocco. In 
effect they require French protectorate officials to maintain free competitive 
economy in Morocco; assure United States enterprise, trade, and investment in or 
with Morocco complete equality with those of France; guarantee Morocco the 
right to buy, sell, and obtain capital in worldwide competition. State Depart- 
ment action to prevent this free economy was begun in 1949, It is continued by 
an Assistant Secretary, Henry A. Byroade, and a Director for African Affairs, 
John Utter, both of whom Mr. Acheson appointed. These officers seem to con- 
sider their retention as endorsement of their previous acts and policies. 
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TWO 1950 LAWS ARE EVADED 


In 1949 the State Department promised Congress to end the Morocco abuses 
by negotiation. When these promises were not kept Congress, in 1950, passed 
the Connally amendment to the ECA Authorization Act. This required the 
ECA Administrator to end discriminations brought to his attention by the 
Department of State. When it was rendered inoperative by Secretary Acheson’s 
failure to certify discriminations, Congress passed the Morocco amendment in 
the 1951 General Appropriation Act. 

In effect this required aid to be withheld from France so long as Morocco “in 
the opinion of the President’ failed to comply with United States treaties. 
Secretary Acheson announced that President Truman would not express an 
opinion until the International Court of Justice had passed on France’s patently 
specious claim that changed economic conditions and the establishment of the 
French protectorate over Morocco had modified United States treaty status 
there. The Department of State told Congress that United States submission 
to the Court was mandatory but later admitted this was ineorrect. Aid was 
continued to France just as if the amendment had not been passed. 


THE INTERNATIONAL COURT’S VERDICT ESTABLISHES FREE COMPETITION AND 
UNITED STATES EQUALITY 


The Court unanimously upheld the United States on all economic questions. 
The following are excerpts from its findings: 

“The principle [economic liberty without any inequality] was intended to be 
of a binding character. * * * The establishment of the French Protectorate * * * 
did not involve any modification in this respect.’ 

““Morocco, even under the protectorate, has retained its personality as a state 
in international law. * * * In economic matters France is accorded no privi- 
leged position in Morocco. Such a privileged position would not be compatible 
with the principle of economic liberty without any inequality. * * *” 

“The United States can claim to be treated as favorably as France as far as 
economic matters in Morocco are concerned.” 


FRENCH ABUSES FLOUT INTERNATIONAL VERDICT 


France had solemnly promised to abide by the verdict. However, the only 
French gesture toward compliance is that the 1948 embargo on United States 
imports, which the Court outlawed, is replaced by a measure blocking funds from 
sales of the imports. importers of French goods may use their funds to buy more 
goods. Regulations still favor French investments and exports to France over 
similar transactions with the United States. No American has been compensated 
for losses caused by the 1948 embargo or reimbursed for discriminatory customs 
charges, both of which the Court found illegal. French cartels still thrive; 
illegal customs practices continue. 

The Department admits that it has not instructed its diplomats to oppose 
these acts nor to protect American interests jeopardized or damaged by them. 
Moroecan and French court verdicts and sentences against Americans have been 
handed down without United States official intervention. The Department, 
while refusing to act, admits that these actions are based on laws contrary t2 our 
treaties. French officials have threatened Americans with reprisals if they appeal 
to their Government. The French press has stated that the present situation is 
entirely satisfactory to the State Department. These statements and threats 
have not been countered by the State Department. 


STATE DEPARTMENT REFUSES EVEN TO ASK TREATY COMPLIANCE 


Every since the verdict I have asked the Department of State to take the 
usual first step toward requiring compliance—a diplomatic note asking for it. 
The half-billion dollars France received on her promise to respect this verdict 
and other circumstances would make a forceful request hard to refuse. Mr. 
Byroade refuses this. He termed it asking ‘‘a pound of flesh.” He also states 
= is not important enough totake up at the highest level (despite congressional 
efforts). 

Mr. Utter stated that he knew of 20 areas where discriminations are just as 
bad—sees no reason for singling out France for this one. The Department even 
paid France substantial residues of the fiscal 1951 appropriation after the verdict, 
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FRENCH STALL ON CONVERSATIONS 


Instead of making specific demands these officers continue the ‘‘conversation”’ 
tactic which has failed for 5 vears. 

Mr. Byroade told the House Foreign Affairs Committee: “{Mr. Rodes’] position 
is that American businessmen are being discriminated against in Morocco, and 
I think that is true. In a legal sense, I think he has a point. * * * The French 
put out rules which we said did not fulfill the Court’s decision. We maintain that 

sition. * * * We have attempted to reach a meeting of the mind with the 

rench, so far without success. I am trying to get bilateral talks between us and 
the French to try to iron this matter out’’ (p. 234 House hearings on mutual 
security, 1954). 
™ French officials told Americans in January 1952, that conversations will take a 
long time and the French Government can afford to wait better than American 
businessmen. 


DEPARTMENT STILL SEEKS TO SUPPLANT TREATIES WITH ITS OWN AGREEMENTS 


Mr. Byroade seems to object to measures which are right ‘in a legal sense.’’ 
Yet the whole pretended reason for the suit was to determine the legal treaty 
status and apply it. The fact is that the judgment requires free economy to which 
the Department gives lip service but in practice tries to avoid. In a recent 
memorandum the Department states that it will not require enforcement because 
it has consented to controls which prevent free economy. In effect, this seeks 
to substitute the Department’s agreements for treaty terms which the Court 
found valid. (See p. 1850, Senate appropriation hearings on H. R. 8067.) 


DEPARTMENT NEGLECTS UNITED STATES DUTY TO MOROCCO 


The United States won its case by showing that integration of Morocco’s 
economy with that of France and maintenance of French cartels harmed Morocco 
and violates her treaty status. It is our own treaty obligation to see that Morocco 
as well as we, benefit from this status which we ratified. Failure in this is one 
more evidence of the Department’s ‘‘scrap of paper attitude’? toward these 
treaties and its support of a corrupt colonialism, which, in my opinion, are major 
causes of the present chaos which is making Morocco another Indochina. 


1954 APPROPRIATION RESTRICTION 


When I depict this present status, anyone who remembers the case usuall 
asks: ‘But didn’t Congress act on that last fall?” True a proviso was hacohed. 
Like the two previous laws, it was circumvented. 

The Mutual Security Appropriation Act for 1954 contains the following: 

“Src. 105. None of the funds provided by this Act nor any of the counterpart 
funds generated as a result of assistance under this or any other Act shall be used 
to make payments on account of the principal or interest on any debt of any 
foreign government or on any loan made to such government by any other foreign 
government; nor shall any of these funds be expended for any purpose for whcih 
funds have been withdrawn by any recipient country to make payment on such 
debts: Provided, That after September 1, 1953, none of the funds herein appro- 
pee shall be used to make up any deficit to the European Payments Union 
or any nation of which a dependent area fails to comply with any treatv to which 
the United States and such dependent area are parties and said failure to comply 
has been adjudicated adversely to said nation in any court of competent jurisdiction 
nor shall any of the counterpart funds generated as a result of assistance under 
this Act be made available to such nation.” 


“LOOPHOLE” FOUND IN APPROPRIATION AMENDMENT 


The italicized portions of the amendment were inserted in conference. The 
rest is the original Senate language. The apparent interpretation is that since 
“or any other Act”’ was not inserted after the second mention of counterpart funds, 
in the last proviso, this proviso affects only counterpart currently generated. 

When the conference report on this amendment was before the Senate, Senator 
Hickenlooper expressed concern that a conference language change might have 
weakened his amendment. The conferees reassured him (p. 11249, Congressional 
Record, Aug. 3, 1953). However, the Paris daily, Le Monde, on August 9, 1953 
(while Secretary Dulles was in Korea), announced that the Department of State 
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would “limit the effect’’ of the amendment. (Scripps-Howard had said, “Our 
diplomats don’t know whether to obey Congress * * * or look for a loophole.” 
Le Monde was right; $600,000—a totally ineffective amount—was withheld. 
FOA General Counsel Wolf told me that FOA action was the minimum compliance 
mandatory under the amendment and that FOA had authority to withhold all 
counterpart if its Administrator so desired. 


PAYMENTS CONTINUE ALMOST AS IF NO LEGISLATION HAD BEEN PASSED 


A Department of State memorandum dated April 8, 1954, given to the Senate 
Appropriations Committee, states that in reply to an inquiry by Mr. Stassen about 
this amendment, Secretary Dulles informed him: ‘‘France comes within the terms 
of the proviso.”’ 

The memorandum goes on to report: “It then became necessary for the Foreign 
Operations Administration to withhold a portion of counterpart funds. A few 
days later, the Foreign Operations Administration further informed the French 
that the amount of counterpart funds affected was $600,000” (p. 1860, Senate 
Appropriations Committee hearings on H. R. 8067). 

Recent testimony given the House Foreign Affairs Committee by Mr. John FE. 
Murphy, Comptroller, Foreign Operations Administration, while not precise as to 
the balance in the counterpart account, mentions that $330 million is to be 
released to reimburse certain French Government expenditures during the calendar 
years 1953 and 1954. 

Mr. Murphy also stated that under an agreement made in September 1953 
France will receive whatever additional counterpart shall be generated bet ween 
then and December 31, 1954. Mr. Murphy estimates this excess, over the $330 
million, to be between $20 and $60 million (p. 280, House Foreign Affairs Com- 
mittee hearings on mutual security, 1954). 

French Moroccan laws and regulations contrary to the treaties and the Court 
verdict still are inforce. It seems certain that this proviso is not being interpret ed 
in a manner which will require the treaty compliance which was the legislative 
intent of the amendment. 

PRINCIPLES INVOLVED 


When I called these abuses to your attention 5 years ago there were 2 principles 


involved: Justice to American citizens who were illegally deprived of their liveli- 
hoods, and respect for treaties without which orderly international relations 
cannot exist. A third question of principle has been added. This is whether, by 
evading congressional action, the Department of State will finally have its own 
way—whether this case will show foreign nations and the Department of State 
that they cannot ride roughshod over our citizens’ legal rights or whether it will 
help the Department convince Americans that appeal from its decisions is useless. 
rae Americans in Morocco already believe this. I do not. That is why I am 
still here. 

I earnestly hope that you will include measures in the bill you are considering 
which will make it profitable for France to comply with the law. To do this 
I recommend amendments similar to the following: 

(1) Retain the second proviso in section 105 (last line p. 4 of proposed bill— 
Document 474) but make it read: 

“Provided, That none of the funds herein appropriated shall be used to make 
up any deficit to the European Payments Union for any nation of which a de- 
pendent area fails to comply with any treaty to which the United States and such 
dependent area are parties and which treaty has been held valld by the Interna- 
tions! Court of Justice nor shall any counterpart funds generated as a result of 
assistance under this Act or any other act be made available to such nation: 
Provided further, That after October 1, 1954, no funds herein appropriated shall be 
expended in such nation for purposes authorized in section 103 (c) of the Mutual 
Security Act of 1954 [offshore procurement].”’ 

(2) Add wer following after section 106 (requiring transport in United States- 
flag vessels) 

' Provided, That not over 2 per centum of such tonnage shall be transported in 
flag vessels of any nation of which a dependent area fails to comply with an 
treaty to which the United States and such dependent area are parties and whieh 
treaty has been held valid by the International Court of Justice.”’ 

These amendments, while not going as far as the 1951 proviso, should assure 
compliance with these treaties. re withhold counterpart, which I have been 
told was your intention last year. However, since much less counterpart is 
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generated, I request that you add withholding of shipments on French-flag vessels 
and, in case these measures have not brought results by October 1, withholding 
of offshore procurement funds. 


AMERICAN CHAMBER OF COMMERCE IN MOROCCO 


I recall last year that some members of this committee raised a question of the 
attitude of the American Chamber of Commerce in Morocco which actively 
opposes me, This body formerly shared the position of our Legion post and 
proposed and offered to finance my campaign. 

Although retaining the policy of complete treaty enforcement they abandoned 
the campaign after French officials threatened reprisals against their entire 
membership which is predominantly French. Laterthe president of this chamber 
was allowed to import 17 million pouncs of sugar and otherwise to participate in 
the controlled economy we both condemned, After that he began a campaign 
against free competition. I have prepared a statement on this chamber’s former 
and present contentions which I would appreciate your putting in your record and 
reading before being influenced by claims about this chamber’s views. 


CHRISTIAN SCIENCE MONITOR ARTICLES 


Edmund Stevens, the Monitor’s Pulitzer prize-winning Mediterranean bureau 
chief, wrote two articles which give an idea of our problem. I have prepared 
excerpts which I would appreciate your putting in your record. 


LABOR, VETERAN, AND TRADE COMMENTS 


I also have communications, or excerpts from communications, supporting my 
views from the American Federation of Labor, American Legion, Commerce and 
Industry Association of New York, and three others which I would appreciate 
your putting in your record. 

I want to thank you again for the time and patience you have devoted to this 
problem. 

Moroccan TREATY VIOLATIONS 


Excerpts from Edmund Stevens’ articles (Mr. Stevens is a Pulitzer prizewinner) 
{The Christian Science Monitor, Boston, Friday, January 9, 1953] 
“MOROCCANS BRAND FRENCH CARTELS EXPLOITERS OF NORTH AFRICAN ECONOMY 


“Mr. Stevens recently completed a tour of French North Africa to seek the 
facts behind the news from that troubled area. The following is one of several 
articles he has prepared analyzing the situation there. 


“By Edmund Stevens, chief of the Mediterranean news bureau of the Christian 
Science Monitor 


“CASABLANCA, Morocco. 
* * * * * * * 

“Moroccans charge that while French colonists enjoy living standards above 
the average in metropolitan France, there has been no comparable improvement in 
the lot of the natives. Real estate in modern towns is French owned, as are mining 
companies. Foreign trade is almost entirely in French hands, as are various infant 
industries. In agriculture, in which the vast majority of Moroccans are engaged, 
the French own one-tenth of the total arable land, including much of the most 
fertile portion. 

“A major milestone in this evolution toward colonial exploitation, it is 
contended, was the pegging of the Moroccan france to the French france. Since 
then all foreign currency earned by Moroccan exports goes to France, while 
Morocco receives in exchange either French goods or goods of foreign origin which 
France wishes to reexport. One consequence of this has been virtually to drive 
non-French importers out of business and goods other than French off the market, 
giving French merchants a complete monopoly of Moroccan foreign trade. 


“Phosphate tightly held 
“An American businessman, in Morocco, for — is subject now to French 


currency restrictions. He no longer can convert receipts into dollars to 
replenish his stocks or send home his profits. 
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“The International Court recently ruled this illegal discrimination, violating 
the Algeciras Treaty. The French ignored the Hague Court decision much as 
they recently snubbed the United Nations. Pegging the Moroccan currency also 
acted as a deterrent to investors other than French for the same reason that 
profits could no longer be converted. 

“One of the most tightly controlled operations is phosphate mining. As the 
mines are nationalized, revenues therefrom presumably go to the sherifian govern- 
ment. But the entire output is sold to one French cartel at a fixed price below 
the world market price. 

“When an American buyer tried to make a cash purchase of a large amount of 
phosphate direct from the Moroccan phosphate administration for dollars, at a 
price well within the world market range, he was turned down. 

“American businessmen say they are convinced the difference between the world 
price and the bony paid to the sherifian government is pocketed by French 
interests, including the Banque de Paris et Pays Bas, as a return on capital 
advanced in the finance of phosphate mining. This bank has many fingers in the 
Morocean pie. 


“$10 a ton profit 


“Tn like manner an American with a manganese mine concession wishes to sell 
his output to an American buyer for $37 a ton for direct shipment to the United 
States. He was denied an export license for the transaction and compelled instead 
to sell: at this same price to the French cartel. Thereupon the cartel sold the ore 
to the same American buyer at $47 a ton. 

“Applying the same method in reverse, sugar, & major import item, is pur- 
chased entirely from the French sugar cartel at a price well above the world 
market price. Consequently consumers—which on this item include the whole 
population—pay a retail price of 50 percent higher than in the nearby interna- 
tional zone of Tangier—desite the fact that the Algeciras Treaty stipulates that 
customs duties shall not exceed 10 percent ad valoreum. 

“Space permitting, far more evidence could be cited in document how Morocco 
is being converted into an exclusive French economic preserve. 


“Tlliteracy Cited 


“In social fields, critics of the French administration say that despite the 
vaunted education program, after 40 years of French rule illiteracy still exceeds 
90 percent. 

“According to the 1950 U. N. report on non-self-governing territories, only 
128,000 Moroccans were enrolled in schools compared, for example, with 942,000 
in the Belgian Congo, whose total population of 10 millions compares with almost 
9 million in Morocco. Forty years ago the Congo was far less civilized than 
Morocco. 

“The same U. N. report lists the Moroccan infant mortality rate as the highest 
of any area administered by a U. N. member—284 a thousand births, which is 
11 times the rate of Europeans living in Morocco.” 


Excerpts from article of January 10, 1953 


“Among sharpest critics of American policy in Morocco are members of the 
American business community who have been fighting a losing battle to secure 
observance of treaties guaranteeing equal economic rights and opportunities for 
all nationalities in Morocco against the French policy of privileges for French 
business. These Americans insist the State Department has exceeded its au- 
thority by waiving in France’s favor certain American treaty rights without 
Senate approval. They have also gathered and sent to Washington documentary 
evidence to support allegations of misuse of American aid funds in Morocco. 


“Hague Court rules 


“The treaty-violation charges finally reached the International Court of Justice 
at The Hague, which last August handed down a unanimous decision upholding 
the Act of Algeciras and stating in part: ‘In economic matters France is accorded 
no privileged position in Morocco. Such privileged position would not be com- 
patible with the principle of liberty without any inequality on which the Act of 
Algeciras is based.’ 

“So far, this verdict has remained unenforced. In this failure to implement 
the de@ision, American businessmen claim the State Department has entirely 
acqui 
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“Without entering into the merits of this last allegation, I can only say that 
it appears to fit in with the attitude I found among State Department officials 
stationed in north Africa, with a few outstanding exceptions.” 

Mr. Taser. Proceed. We have 5 minutes for each witness. 

Mr. Ropes. My name is Robert Emmet Rodes. Mvy permanent 
address is 34 West 65th Street, New York City. Ihave an export and 
import business in Casablanca, Morocco, and am commander of the 
American Legion Post there. In 1949, I first called your attention to 
the Department of State’s refusal to uphold United States treaties 
with France and Morocco. I am grateful for this further opportunity. 

The Department of State has ignored 1 congressional mandate, 
evaded at least the legislative intent of 2 others, failed to require 
implementation of a verdict of the International Court of Justice, 
defaulted on United States treaty obligations to a friendly power, and 
by its own agreements has regulated foreign commerce and modified 
treaties. 

Treaties involved are between the United States, France, and 
Morocco. In effect they require French Protectorate officials to main- 
tain free competitive economy in Morocco; assure United States 
enterprise, trade and investment in or with Morocco complete equality 
with those of France; guarantee Morocco the right to buy, sell, and 
obtain capital in worldwide competition. State Department action to 
prevent this free economy was begun in 1949. It is continued by an 
Assistant Secretary, Henry A. Byroade, and a Director for African 
affairs, John Utter, both of whom Mr. Acheson appointed. These 
officers seem to consider their retention as endorsement of their 
previous acts and policies. 

will omit certain things as I go along if it is all right, Mr. Chairman, 
Mr. Taper. It may all be printed in the record. 


TWO 1950 LAWS ARE EVADED 


Mr. Ropes. In 1949 the State Department promised Congress to 
end the Morocco abuses by negotiation. When these promises were 
not kept Congress, in 1950, passed the Connally amendment to the 
ECA authorization act. This required the ECA Administrator to end 
discriminations brought to his attention by the Department of State. 
When it was rendered inoperative by Secretary Acheson’s failure to 
certify discriminations, Congress passed the Morocco amendment in 
the 1951 General Appro riation Act. 

In effect this required aid to be withheld from France so long as 
Morocco “in the opinion of the President”’ failed to comply with United 
States treaties. Secretary Acheson announced that President Truman 
would not express an opinion until the International Court of Justice 
had passed on France’s patently specious claim that changed economic 
conditions and the establishment of the French protectorate over 
Morocco had modified United States treaty status there. The 
Department of State told Congress that, United States submission to 
the Court was mandatory but later admitted this was incorrect. Aid 
was continued to France just as if the amendment had not been 


passed, 
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THE INTERNATIONAL COURT’S VERDICT ESTABLISHES FREE 
COMPETITION AND UNITED STATES EQUALITY 


The Court unanimously upheld the United States on all economic 
questions. The following are excerpts from its findings: 

The principle [economic liberty without any inequality] was intended to be of 
a binding character. * * * The establishment of the French Protectorate * * * 
did not involve any modification in this respect. 

Morocco, even under the Protectorate, has retained its personality as a State 
in international law. * * * In economic matters France is accorded no privileged 
postion in Morocco. Such a privileged position would not be compatible with 
the principle of economic liberty without any inequality. * * * 

The United States can claim to be treated as favorably as France as far as 
economic matters in Morocco are concerned. 


FRENCH ABUSES FLOUT INTERNATIONAL VERDICT 


France had solemnly promised to abide by the verdict. However, 
the only French gesture toward compliance is that the 1948 embargo 
on United States imports, which the Court outlawed, is replaced by 
a measure blocking funds from sales of the imports. Importers of 
French goods may use their funds to buy more goods. Regulations 
still favor French investments and exports to France over similar 
transactions with the United States. No American has been compen- 
sated for losses caused by the 1948 embargo or reimbursed for dis- 
criminatory customs charges, both of which the Court found illegal. 
French cartels still thrive; illegal customs practices continued. 


STATE DEPARTMENT REFUSES EVEN TO ASK TREATY COMPLIANCE 


Ever since the verdict I have asked the Department of State to take 
the usual first step toward requiring compliance—a diplomatic note 
asking for it. The half-billion dollars France received on her promise 
to respect this verdict and other circumstances would make a forceful 
request hard to refuse. Mr. Byroade refuses this. He termed it 
asking ‘a pound of flesh.” He also states it is not important enough 
to take up at the highest level, despite congressional efforts in the 
matter. 

Mr. Utter stated that he knew of 20 areas where discriminations are 
just as bad—sees no reason for singling out France for this one. The 

epartment even paid France substantial residues of the fiscal 1951 
appropriation after the verdict. 


FRENCH STALL ON CONVERSATIONS 


Instead of making specific demands these officers continue the “‘con- 
versation” tactic which has failed for 5 years. 
Mr. Byroade told the House Foreign Affairs Committee: 


{Mr. Rodes] position is that American businessmen are being discriminated 
against in Morocco, and I think that is true. In a legal sense, I think he has a 
point. * * * The French put out rules which we said did not fulfill the 
Court’s decision. We maintain that position. * * * We have attempted to 
reach a meeting of the mind with the French, so far without success. I am 
trving to get bilateral talks between us and the French to try to iron this matter 
out” (p. 234, House hearings on mutual security, 1954). 
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French officials told Americans in January 1953 that conversations 
will take a long time and the French Government can afford to wait 
better than American businessmen. 


DEPARTMENT STILL SEEKS TO SUPPLANT TREATIES BY ITS OWN 
AGREEMENTS 


Mr. Byroade seems to object to measures which are right “in a 
legal sense.” Yet the whole pretended reason for the suit was to 
determine the legal-treaty status and apply it. The fact is that the 
judgment requires free economy to which the Department gives lip 
service, but in practice tries to avoid. In a recent memorandum the 
Department states that it will not require enforcement because it has 
consented to controls which prevent free economy. In effect, this 
seems to substitute the Department’s agreements for treaty terms 
which the Court found valid. (See p. 1850, Senate appropriation 
hearings on H. R. 8067.) 


DEPARTMENT NEGLECTS UNITED STATES DUTY TO MOROCCO 


The United States won its case by showing that integration of 
Morocco’s economy with that of France and maintenance of French 
cartels harmed Morocco and violates her treaty status. It is our 
own treaty obligation to see that Morocco, as well as we, benefit from 
this status which we ratified. Failure in this is one more evidence 
of the Department’s scrap-of-paper attitude toward those treaties 
and its support of a corrupt colonialism, which, in my opinion, are 
major causes of the present chaos which is making Morocco another 
Indochina. 

1954 APPROPRIATION RESTRICTION 


You recall the appropriation restriction which was put in last year. 
There were slight changes made in conference, and for that reason 
the Foreign Operations Administration says the restriction does not 
apply to current counterpart funds. The net result was to hold up 
ay $600,000, which, of course, is a totally inadequate amount, and 
we are exactly as we were before. 

Mr. WicaLeswortu. Because it did not apply to counterpart 
funds? 

Mr. Ropes. It did not apply to anything except current counterpart 
funds they said, Mr. Wigglesworth. There was a slight language 
change made in conference. In the first part of this amendment it 
states: 

None of the funds providea by this act nor any of the counterpart funds gen- 
_ erated as a result of assistance under this or any other act— 
but when it came down to the counterpart funds involved in the 
Morocco amendment, that term “or any other act’? was not added. 

Mr. Wolf, the General Counsel of the Foreign Operations Admin- 
istration, told me that because “or any other Act,” was not added in 
the second part it did not apply. He admitted to me that the FOA 
Administrator had authority to withhold all counterpart funds if he 
wished to do so. He said the interpretation he was taking was the 
minimum in compliance which was mandatory under the law. 
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When the conference report on this amendment was before the 
Senate, Senator Hickenlooper expressed concern that a conference 
language change might have weakened his amendment. The con- 
ferees reassured him. However, the Paris daily, Le Monde, on August 
9, 1953 (while Secretary Dulles was in Korea) announced that the 
Department of State would “limit the effect’? of the amerdment. 
Scripps-Howard had said: 


Our diplomats don’t know whether to obey Congress * * * or look for a 
loophole. 


Le Mond was right. How they knew when the Secretary was away, 
I do not know. 


Mr. WieeLeswortu. Your specific recommendations are at the 
bottom of page 7 and the top of page 8, are they not? 

Mr. Ropss. Yes, sir; that is correct. 

I believe that you know this problem. Congress has tried several 


times to remedy it, and I hope that this time something effective can 
be done about it. 


The Senate has proposed, in its foreign-aid authorization bill, cer- 
tain remedial language. I do not know whether it will go through 
but, at any rate, that is merely a statement of policy, and only an 
appropriation restriction, I am convinced, will require the Depart- 
ment of State to act in the matter. 

I have certain things here which I would like to add to the record 
which justify the stand I have taken, if I may do so. Thank you 
bar much for your interest. 

(The matter referred to is as follows:) 


AMERICAN CHAMBER OF COMMERCE IN Morocco SuccumBs TO FRENCH THREATS 
AND REWARDS 


This chamber is governed by a board of 6 American and 5 French directors. 
Its dues are from a predominantly French membership whose views must be 
respected. Its president, William R. Simone, is an American citizen of French 
birth. He has a brother in business in Paris and a French participating associate 
in his Casablanca business. 

Mr. Simone, until January 1953, was an outstanding critic of what he called 
the system under which official decisions and selections rather than competition 
determine the pattern of Morocean economy and who shall succeed in it. The 
present campaign for treaty enforcement was begun at the chamber’s suggestion 
as a joint project of the chamber and the Morocco Post, American Legion. 

In January 1953, French officials threatened reprisals against the chamber’s 
whole membership if the campaign continued. The chamber, defaulting on its 
commitments, ended its participation in the campaign but still supported the 
principle of full treaty enforcement. 

Recently Mr. Simone was permitted to import 17 million pounds of sugar and 
otherwise to participate in the controlled economy program which he had always 
condemned. Infractions of Moroccan exchange laws by him and certain other 
Americans who support the French were overlooked. He then began a campaign 
against the treaty enforcement on which previously he so determinedly insisted. 

On May 14, 1954, Mr. Simone submitted to the Senate Appropriations Com- 
mittee a memorandum supporting his new position, and attacking me and mine. 
Below, certain passages from his latest memorandum are compared with previous 
statements which were published by the chamber with his approval as president, 
or by him, acting as president. The quotations in capitals are from the statement 
to the Senate (p. 1863, appropriations hearings on H. R. 8067). Others are from 
previous statements: 

FREE VERSUS CONTROLLED ECONOMY 


“We Americans in Casablanca now feel that a thoroughgoing application of 


the Hague decision as Rodes interprets it would spell economic chaos and bank- 
ruptcy 
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“We believe the establishment of a free economy in Morocco, when its results 
are compared with those of neighboring, regimented economies, will gain millions 
of converts for the free-enterprise system.” 


INDIVIDUAL VERSUS GENERAL INTERESTS 


“Some of us own apartment houses, villas, garages, warehouses, ete. We do 
not wish to lose these things and we do not think Mr. Rodes’ approach to the 
problem will help us keep them.” 

‘As the writer has always contended, it is definitely confirmed that the problem 
is not one of 37 local American businessmen, but rather one that concerns Ameri- 
can industry and commerce in general.’ ? 


CARTELS 


“It is true there are restrictions on imports of certain commodities such as 
flour which might be considered a violation of United States treaty rights * * * 
but Mr. Rodes simply igncres the possible economic ills which might result from 
pushing these old treaty rights to their extreme.” 

‘Ignoring the Court’s insistence on economic liberty, the new legislation specifi- 
cally protects two cartels (flour and edible oils). Both enjoy a favored position 
which allows them to maintain excessive prices which mulct the Moroccan peovle 
of billions of francs every year. Sugar interests are protected by other legisls- 
tion, which results in a retail price fixed by law at 120 franes a kilogram in French 
Morocco. The price is 58 francs in Tangier. * * * Twelve franes of the differ- 
ence is a special tax * * *. The balance is tribute to the sugar interests * * *,’’ 2 

(N. B.: Mr. Simone was recently permitted to import 17 million pounds of 
sugar.) 

Agein: 

“Cartel-controlled oil plants * * * employ little Moroccan labor, make 
Moroccans pay twice what they should for cooking fat, and have virtually 
wrecked the Moroccan sardine industry by prohibitive costs.” * 


EXCHANGE CONTEOLS 


“French distributors use the services of Americans to make payments in the 
United States * * *. The American usually charges 6 percent for this serv- 
ice and it is a good source of revenue, which, were it not for exchange controls 
would not be available to him. * * * If anyone placed an order with me for 
any type of goods, in any amount, large or small, I would make the purchase and 
would import into Morocco * * *. While I certainly am not pleading that 
everything about exchange controls is good, * * * insofar as Americans are 
concerned, their application has not been overly burdensome.” 

“Although Morocco and France have separate currencies, transactions with 
France and the French Empire are exempt from Moroccan exchange-control re- 
strictions. This exemption flagrantly violates ithe principle of equal treatment 
and establishes a privileged position for France.” 

* * * * * * * 


“French Moroccan officials show a determination * * * to preserve the 
system under which their decisions determine the pattern of Moroccan economy 
and who shall succeed in it.” 


RELATIONSHIP WITH FRENCH OFFICIALS AFTER THEY THREATEN MR. SIMONE, 
COMPARED WITH BEFORE 


“We do not approve of all that is done in Morocco, but feel that such prob- 
lems as we have may best be resolved through the maintenance of friendly rela- 
tionships which our chamber enjoys with French protectorate officials rather 
than resorting to methods which can only embitter the French toward us and 
transform into hostility the understanding which they had toward American resi- 
dents in Morocco in the past.” 

“It is evident that the French officials will not abide by the Court’s verdict 
unless foreed to do so and that the real purpose of the meeting was to threaten 
the chamber with reprisals if it continues to insist upon the complete equality to 


! Statement published by Amer can Chamber of Commerce of Morocco dated October 24, 1952, entitled: 
“United States Trade and Finance Are Entitled To Be Treated Identically With Those of France in the 
French Zone of Morocco.” 

2? Circular letter, William R, Simone to membership, American Chamber of Commerce, October 20, 1952. 
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which American interests are entitled. The hostility which these officials, even 
the diplomat, were unable to dissimulate is indicative * * *. Also indicative 
of the impossibility of expecting equal treatment was the fact that a representative 
of the French Chamber of Commerce * * * was present at this meeting so that 
he would have full knowledge of any arrangement or exchange of views the 
Americans might have with these officials.” 


RESTRICTIONS ON EXPORTS AND INVESTMENTS 


Mr. Simone’s statement to the Senate avoids mention of these as they are pure 
protectionism which would aggravate an exchange problem if such a problem 
existed. He is on record as follows: 

“An exporter to France has complete freedom to dispose of funds resulting 
from his sales, in the country where the sale is made. He may leave it on de- 
posit, spend it for any purpose whatever, or use it to import additional goods from 
the franc area. An exporter to the United States must turn the dollar proceeds 
of his sales over to the French Government. 

* * * * * * * 


“France investors in Morocco have complete liberty to repatriate their capital 
and profits. This does not apply to American investments with the result that 
enterprises which could be operated more efficiently by Americans are set up and 
operated by French concerns.! 

“The (International Court) decision specifically confirmed the United States 
‘right to be treated as favorably as France insofar as economic matters in Morocco 
are concerned.’ 

“Axiomatically, the term ‘economic matters’ includes manufacturing, finance, 
exchange, domestic commerce, exports, and imports.” ! 

Mr. Simone attacks me personally for criticizing French colonial policy in 
Morocco. My views concide with those of most Americans and a large number 
of Frenchmen. 

Mr. Simone asks: ‘‘Who Robert E. Rodes represents and who finances his 
expensive activities.”” He knows that I represent the Morocco Post, American 
Legion, with more American businessmen members than his chamber and that I 
have support and express the views of many Americans here and in Morocco who, 
to avoid “friction” with French and American officials, do not wish to have our 
connection publicized. Since Mr. Simone and his chamber defaulted on their 
commitments to me for the present campaign, which I began at their instigation 
in 1953, they have not been kept informed as they formerly were. 

Recently Mr. Simone told me that there was nothing to prevent any American 
from importing whatever he pleased into Morocco. I reminded him that unwil- 
lipgness to make a false declaration as to disposal of funds resulting from such 
imports would prevent it. He admitted that this is correct. 


JANUARY 22, 1954. 
Hon. Brinass, 
Chairman, Senate Appropriations Committee, 
Washington, D. C. 

Dear SENATOR Bripces: * * * We have been gratified by the Appropriations 
Committee’s legislative efforts to enforce treaties giving the United States equal 
economic rights in Morocco. We not only resent the discrimination which de- 
prives us of a traditional outlet for our products and source of raw materials. The 
combining of the French Zone’a economy with that of France, separating it from 
that of other zones of Morocco, is one more in the long series of French acts in- 
tended to divide Morocco, destroy its legal sovereign status and exploit its work- 
ing population. It especially damages the living standard of Morrocean workers. 
Their necessities are supplied almost entirely by France and are notoriously over- 
priced. 

Our respected colleague, Andre Lafond, Secretary of the Force Ouvriere, 
France’s leading anti-Communist federation, explained this clearly when he wrote: 

“The French internal market is for it (French business) a ‘patrolled posted hunt- 
ing preserve. 

“It is determined to act upon the Government so as to preserve its tariffs, quan- 
titive restrictions, etc. In addition, it envisages an enlargement of this market 


1 See footnote 1, P- 558. 
2 Report, signed by William R. Simone and two other chamber directors, of meeting with French pro- 
tectorate officials, January 13, 1953. 
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into French overseas territories, bringing into play there again preferential customs 
regimes, quantitative quotas and all an devices which permit monopoly by the 
eviction of competition.” 

We understand that your committee will follow up on the results of the legisla- 
tion regarding Morocco which it approved and which is now in force. We hope 
this legislation will be effective in restoring to Morocco the benefits of world com- 

tition to which her treaties, and ordinary justice, entitle her, and in reestablish- 

ng the United States’ treaty-guaranteed right to equal economic treatment with 
France in Morocco. 
Sincerely yours, 
Martuew Wott, 
Chairman, International Labor Relations and Free Trade Union Commit- 
tees American Federation of Labor. 


Novemeer 13, 1953. 
re | Fy American Legion, National Public Relations Division, Washington, 


Wasuineton, D. C., November 13.—Asserting that rights of American citizens 
in Morocco have been 2g areca: by lack of enforcement of the United States- 
Moroccan Treaty and an International Court decision, the American Legion has 
officially reiterated its call for equal treatment of United States nationals and trade 
by the Moroccan Government. 

The action was taken by the 35th American Legion National Convention at St. 
Louis, Mo., September 3. ° 

The convention approved by resolution the following policy statements in its 
Foreign Relations Committee’s report: 

“We definitely oppose any modification or waiver of treaty terms by the execu- 
tive branch of the Government without the consent of the Senate. 

‘“* * * The American Legion has consistently endorsed the principle that 
treaty rights of the United States and its citizens cannot legally be changed or 
waived by executive action or by individual acts of United States officials. We 
have had reason to feel that the rights of American citizens in Morocco have been 
placed in jeopardy by lack of enforcement of the United States-Moroccan Treaty 
and of an International Court decision. The American Legion reiterates its 
stand taken in November 1949 on the enforcement of treaty obligations.”’ 

The national executive committee of the Legion on November 5, 1949, unani- 
mously adopted resolution No. 62 stating: 

“Whereas Morocco Post No. 1 on January 19, 1949, adopted a resolution com- 

laining of practices of officials of the French Protectorate of Morocco, contrary to 
aties between the United States and Morocco; and 

“Whereas the study has been made and substantially justifies the complaint: 
Therefore, be it Resolved: : 

“1. That the Government of Morocco be required to comply with all terms of 
Snot with the United States; and promptly adjust claims arising from vio- 

ons. 

“2. That the Moroccan Government be required to cease all acts tending to 
we United States nationals and trade in Morocco in a less favorable position 

n those of any other nation.” 


CoMMERCE AND INpustry AssocraTion or New York, INc., 
New York 7, N. Y., April 26, 1954. 
Hon. Joun Foster 
Secretary, Department of State, Washington, D. C. 

Dear Mr. Secretary: Back in 1950 this association urged President Truman 
and Secretary Acheson to enforce treaties granting the United States economic 
equality with France in Morocco. We also made our views known at congressional 
hearings, and subsequently legislation was enacted intended to end the violations. 

In August 1952 the International Court of Justice rendered a verdict upholding 
the view that French Morocco must maintain a system of free competition and 
complete equality between the United States and France in all economic matters. 
However, this verdict is still not being applied almost 2 years later. 

Disregarding the loss of our trade in Morocco, we do feel, as stated in earlier 
correspondence, that respect for treaties is essential for all satisfactory trade 
relationships and is of fundamental importance to our entire foreign policy. 
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Because of the basic principle involved, and in spite of the heavy burden on your 
shoulders at the present time, we believe that the history of the case indicates the 
need for your personal attention. 

Yours sincerely, 
A. Sincuair, Secretary. 


Textite Exporr AssociaTION OF THE Srares, 
New York 13, N. Y., March 29, 1954. 
Hon. Foster Duties, 
Secretary of State, Washington, D. C. 


Dear Secretary Dutues: This letter is to request that you act to restore to 
our members and to all Americans the right to trade in the French Zone of Morocco 
on @ basis identical with that prevailing before the establishment of the French 
Protectorate and similar to that now in force at Tangier. 

Our members individually, and through the Textile Export Association of the 
United States, frequently have complained that French Protectorate authorities 
deprive them of former trade, despite treaties guaranteeing them the right to com- 

te freelv in Morocco. A statement by the export association figured in 1950 

nate debates which led to legislation intended to deprive France of United States 
aid until United States-Moroccan treaties are restored. 

We were told that this law would not be enforced until the International Court 
of Justice had judged the validity of the treaty rights in question. In our opin- 
ion, this was merely a means to evade the law since, it is obvious, the Protectorate 
could not legally have modified prior treaties. Our opinion was confirmed by 
the International Court, which declared that the principles of the Treaty of 
Algeciras were not altered by establishment of the Protectorate These treaty 
violations in the French Protectorate had no serious excuse before the Court ruled 
on them, Since the ruling all excuse, however flimsy, has been removed. 

The verdict was rendered on August 27, 1952. France, under international law, 
should have implemented it on that date. It still is not implemented. Our 
members and their customers still encounter handicaps in the French adminis- 
tered zone of Morocco which French manufacturers and their customers do not 
encounter. Our members do not encounter these handicaps and their French 
competitors do not enjoy advantages in the internationally administered zone of 
Morocco, where the same treaty is applicable and is respected. 

In 1952 our exports of cotton textiles to Morocco amounted to 6,582,270 square 
yards. In 1953 they dropped to 252,428 square yards. 

We would appreciate your letting us know what your Department has done to 
extend to the French Zone of Morocco the free competition and equality now 
enjoyed by United States trade at Tangier, and when our members may begin 
operating under this regime. 

Yours sincerely, 
Joun W. Murray, 
Secretary- Treasurer. 


MERCANTILE DEVELOPMENT, INC., 
New York 7, N. Y., April 12, 1954. 


Hon. Joun Foster 
Secretary of State, Washington, D. C. 

Dear Secretary Duties: In 1948 we began exporting agricultural insecti- 
cides into French Morocco. This business was stopped by French restrictions in 
1949. We complained to the Department of State and to our Senators about 
this as it was evident that our treaties with Morocco made the restrictions illegal. 
Under circumstances with which you are familiar the International Court of 
Justice confirmed our opinion and found that France was entitled to no trade 
advantage over the United States in Morocco. 

The restrictions on imports have been lifted but importers are required to 
invest in Morocco money derived from their sales of our products. Money 
derived from sales of competing French products can be freely returned to 
France for purchase of more merchandise or to be expended for any other pur- 
pose. Similar discriminatory treatment applies to proceeds of exports of Moroc- 
can products to the United States. If a Moroccan exporter sells here he must 
bring the proceeds of his sale back to Morocco. If he sells to France he may 
leave the resulting funds there on deposit, convert them into French merchandise 
to be sold in Morocco, or spend them for amusement or any other purpose. 
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Obviously this is flagrantly contrary to our treaties and the World Court decision 
which place the United States on a footing of complete equality with France in 
Morocco. The Court decision of August 1952 should have been enforced at 
once. This letter is to request that the Department of State enforce it without 
any further delay, requiring French Moroccan officials to abandon all practices 
which give French trade or finance any advantage whatsoever over those of the 
United States. It is obvious that legally we may compete with France in Casa- 
blanca on the same equality basis as at Tangier. Please arrange for us to do this. 

Respectfully yours, 
F. Ecerter, Secretary. 


TartTaric Raw MATERIALS,ANC., 
New York 7, N. Y., April 13, 1954. 
The Secretary or State, 
Washington, D. 

Dear Mr. Secretary: On April 2, I wrote to Mr. Donaldson about conditions 
in French Morocco, which forced my firm to abandon operations there. Since 
that time I have reviewed the ruling of the International Court of Justice, which 
defines the United States treaty position in Morocco. 

Although the Court apparently denied the extraterritorial rights, the Court 
did reestablish ‘economic liberty without any inequality.” The United States 
showed the Court that “whereas freedom of commerce covered only trading 
activities of foreign powers in Morocco, the principle of economic liberty guar- 
anteed as well the right to engage freely in business or industrial activities.” 

The Court also decreed that France was entitled to no economic preference in 
Morocco; that the United States must be treated equally with France in all 
economic matters in Morocco and that the establishment of the French protec- 
torate had not altered the requirements of the Algeciras treaty. 

In accord with the requirement of “economic liberty,’ we are interested in 
establishing in?ustries in Morocco, inclu’ing one for producing technical (half 
refined) tartaric acid from grape residue from winemaking, and one for refining 
olive oil. We wish to operate in free competition in the purchase of raw materials 
and in the sale of our finished products. We wish to buy our equipment and 
accessories in the United States, and to sell our products in the United States. 

In keeping with the economic equality requirement of the Court verdict, we 
would expect that our Morocean subsidiary’s relationship with the United States 
would be identical to that between a competing French-owned enterprise and 
France. This would mean that we would encounter no formality or impediment 
of Moroccan official making. We consider that equality of treatment in all 
economic matters would apply, by its definition, to investments, imports of 
materials and equipment, exports of products, disposal of funds resulting from 
such exports and repatriation of profits and capital. 

Awaiting your assurances in this respect, I am, 

Respectfully yours, 
ALBERT President, 


Mr. Anversen. Off the record. 

(Discussion off the record.) 

Mr. WiaG_eswortn. You propose two specific limitations on the 
disbursement of funds? 

Mr. Ropes. Yes, sir; that is correct. The principal one is the coun- 
terpart funds, and the other will only. take effect if nothing has 
remedied the situation by October 1. 

Mr. Taser. Thank you, Mr. Rodes. 

Mr. Ropers. Thank you very much. I appreciate the opportunity 
to appear before the committee. 

Mr. Taser. We are glad to have you. 

The hearings are closed. 
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